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GERMAN DEMOCRATIC REPUBLIC 


KEY CHEMICAL COMBINE DEVELOPMENT, DIRECTOR'S CAREER REVIEWED 


Frankfurt/Main FRANKFURTER ALLGEMEINE in German 5 Mar 83 Bilder und Zeiten 
Supplement p 3 


[Article by Hans Herbert Goetz: "The Director General and His Work: Leuna 
I and Leuna II--The Largest Chemical Combine and Industrial Research Center 


in the GDR"] 


[Text] “I do not do chemistry, I manage people." This is the almost casual 
profession of a person who in the West would be referred to as a leading GDR 
industrialist: Erich Mueller, member of the SED Central Committee and for 
almost 15 years now the director general of the state-owned "Walter Ulbricht" 
Leuna Works. Leuna, which is the name of the little town in Merseburg Kreis 
where large-scale chemical production began in 1916, is today the center of 
the chemical industry of the GDR. With 30,000 employees and a production 
volume amounting to almost DM10 billion, this enterprise is the largest con- 
tinuously operating industrial area in the GDR. Its area, 7 km long and 

2.5 km wide, extends over the Saxon plain. This gigantic enterprise in 
Halle Bezirk accounts for 12 percent of the GDR's chemical production. Two 
hundred twenty km of track and 2,300 km of pipeline have been laid on the 
grounds of the two combined plant complexes, the old Leuna I and the new 
Leuna II. One hundred thirty km of roads are usable for vehicles. It is 
not possible simply to go and inspect this complex; it is only possible to 
drive through it. One sees hardly any people. lLeuna II operates almost 
automatically and, of course, around the clock. In a modern large-scale 
chemical plant there must be many control activities. Nothing must be al- 
lowed to "happen," for that would quickly lead to catastrophic results. 

What can be observed are the chains of power stations connected in series 
and the maze of pipelines. What can be heard is the murmuring or the roar 
of compressors, the hissing of escaping steam which the enterprise itself 
produces in immense quantities and which it then consumes. 


The weather was gloomy and rainy when we were in Leuna. It was a day such 
as Christa Wolf described 20 years ago in her first successful novel "The 
Divided Sky": "Fog set in already in October--fog such as one encountered 
nowhere else, heavy and thick and permeated with a bitter smell. It en- 
velops this city for weeks. One gropes one's way along the fences, one 
sits lonely in one's gloomy room as if one were in a cloud-chamber...." 
Poisonous clouds seem to pass through this region's cities such as Halle, 





Merseburg, Ammendorf, Schkopau and Leuna. Halle is the GDR Bezirk in which 
the greater part of the chemical industry is concentrated. In addition to 
Leuna, there are the Buna chemical works in Schkopau, the Bitterfeld chem 
ical compine, the photochemical combine in Wolfen and, not far from Luther's 
city of Wittenberg, the agrochemical combine in Piesteritz. These combines 
with approximately 125,000 employees account for 40 percent of the persons 
employed in the GDR chemical industries and for more than 40 percent of the 
entire chemical products turnover of the GDR. The air and the rivers be- 
tween the Elbe and Saale Rivers--the Unstrut, the Weisse Elster or the 
Mulde--all carry chemical materials. In the summer, grain and particularly 
green fodder grow on the large fields of the plain. Nature, which in this 
area has for decades been hard pressed by the activities of large-scale 
chemical enterprises, including the former enterprises of the IG Farben con- 
cern, is astonishingly robust. 


With its 1.8 million inhabitants, Halle is one of the most populated Bezirke 
of the GDR. The people work hard. Within limits, one can get used to the 
ever-present bad odor, but many people suffer from it. Those in a position 
to do so use the weekends to find some clean air in the hills of the south- 
ern Harz Mountain area and perhaps aiso in the Thuringian Forest area. When 
formerly one heard the phrase "The Chimneys Are Smoking," it gave one the 
feeling of industrial activity, of progress, of something being done, of the 
absence of unemployment and of the national economy in full swing. But in 
Leuna with its characteristic battery of 15 smokestacks placed side by side 
as well as in the other cities with chemical industries, one almost auto- 
matically associates this statement with environmental pollution, offensive 


odors and even poisoning. 


Along the almost ramrod-straight line leading from Halle to Launa via 
Ammendorf, Schkopau and Merseburg, the people either live in the old worker 
settlements which, most of them gray and dirty, melt into their bleak sur- 
roundings, or they crowd together in the large, newly-constructed agglomera- 
tions such as, for instance, those in Halle-Neustadt brought into existence 
on the left bank of the Saale River, a typical example of socialist town 
planning. The large-scale chemical industry complex extends over the region 
like a screen with its railroad tracks, marshalling yards, oil and gas pipe- 
lines, product or steam ccaoduits, tank facilities, distillation towers and 
charred, open-pit lignite mining sites which are filled with ashes from the 


power stations. 


Were one to be called upon to prese. the names of half a dozen of directors 
general who have advanced GDR industry within the bounds set by its planned 
economy, then one would have to include Erich Mueller, Leuna's chief. In 
his book "From My Life," Erich Honecker referred to him as one of his mili- 
tant companions, along with Werner Frohn, the director general of the large 
petrochemical combine in Schwedt an der Oder, which came into being after 
the war, and Wolfgang Biermann, who has reestablished the worldwide reputa- 
tion of Carl Zeiss in Jena. Honecker wrote that in his work Mueller is fre- 
quently aware of "the social forces which emanate from the combines and 
their employees, the researchers, engineers and managers." 














Directors general of large-scale industrial combines in the GDR do not talk 
much about themselves, about private matters and least of all about their 
inclinations. That is a matter of Communist conversational style and there- 
fore one does not even ask them such questions. For the public, only the 


achievements count. 


Erich Mueller was born in Halle in 1921. His father was a mechanic and his 
mother a seamstress. The son also learned the trade of a mechanic and later 
studied social science. Early in his career he found his way into the field 
of chemistry and the Party. In the period from 1958 to 1963 he already 
occupied a key position as a secretary in the Halle Bezirk SED management 
board. From 1963 to 1968 he was the chairman of the Bezirk economic coun- 
cil--a management organ which no longer exists--and deputy chairman of the 
Bezirk council. In November of this year he will be able to look back on 

15 years as director general of the combine. According to Erich Mueller, 

he owes his appointment particularly to Horst Sindermann, who at the time 
was the SED chief of Halle Bezirk, the chairman of the GDR Council of Minis- 
ters from 1973 to 1976, and the president of the GDR Volkskammer [People's 
Chamber of the GDR] since 1976. A cryptic smile flits across his face, 
which strikes one as having an almost rustic quality, when he is asked how 
well he had known Walter Ulbricht. Yes, he replied, he had known Walter 
Ulbricht well.... The combine in Leuna is the only industrial complex in 
the GDR which bears the name of Walter Ulbricht. 


He became the director general of Leunma at the age of 47. He is one of the 
most successful directors general in the GDR, and he is one whose tightly 
run combine continues to belong to that elite group which achieves more than 
the plan prescribes and which in the eyes of the political leadership is 
much too small. His professional success was also accompanied by his suc- 
cess in the political sphere: since June 1971 he has been a candidate and 
since the 1976 SED Party Congress a full member of the SED Central Commit- 
tee. Mueller is a spirited conversation partner. He has remained slender 
and exudes heartiness. He could tell us much more than is possible in the 
limited time available. He evades no question but is rather apt at saying 
a clear "no" when he does not wish to give an answer. 


The chemical industry has a language of its own. The names of the products 
appear to be generated in phantasy: caprolactam, also called "“miramid," 
appears to be the raw product used for the manufacture of textiles; 
miravithen is used for the manufacture of plastic products and belongs to 
the ethylene-vinylacetate-copolymerisates. 


Erich Mueller presents a sketchy account of the methods used to obtain ever 
more end products from oil and gas, the vitally important raw materials 
which are becoming ever scarcer. Oil and gas are “cracked ever more deep- 
ly" so that ideally there will eventually remain no more residue, nothing 


that would have to be burned off anymore. 


Whenever the briskly conducted interview touches on delicate areas of plan- 
ned economic policy, Erich Mueller raises his voice. It becomes forceful, 

















and almost loud. "Finally," he says, the SED secretary general had for 
once stated openly on the occasion of the Fifth Central Committee plenary 
session last November that the average work productivity of the industrial 
combines in the GDR is 30 percent lower than in the FRG. He said this 
Statement made him feel “released.” Of course, this did not mean him and 
his Leuna works, for Leuna always performs above average and regularly 
comes up with high production and labor productivity increases. At the 
Central Committee meetings as well as at the last Party Congress Erich 
Mueller therefore belongs to those who show the comrades what can be 
achieved if, not in the last analysis by means of a strict management style, 
people are sufficiently motivated. "One must learn to want to do things," 
he says, and nowhere is this often stated SED demand for combining research 
and modern technology for the attainment of record achievements more urgent 
than in the large-scale chemical enterprise sector. Research does not only 
mean laboratories nor merely study and money but, above all, people. 





With its 2,500 scientists, Leuna is the largest industrial research center 
in the GDR. Of course, close relations are maintained with the university 
in Halle and the technical institute for chemistry in Merseburg. But Leuna 
is the leader. The director general says research expenditures amount to 
110 million marks, 12 percent of which are allocated for basic research. 
His answer to the question of whether he is satisfied with the graduates of 
the technical institute is given hesitantly. Obviously he and his guidance 
personnel still must do some educational work with young chemists if Leuna 
is to maintain its high level. 


The combine has achieved what other combines have not as yet been able to 
achieve: the sale in the East and in the West of a multitude of the approx- 
imately 400 Leuna products through modern marketing procedures. Eighteen 
point five percent of the production are sold in the West, some in large 
quantities and some in “briefcase quantities," such as the catalytic agents, 
the "Heinzelmaennchen" [sprites], of ‘the large-scale chemical’ enterprise’ 
sector which are so indispensable in the field of chemistry. Of the 2,500 
research personnel, 760 "traveling cadres," as they are called in official 
GDR terminology--that is, sciencists and sales personnel--may come from the 
confines of the combine. "We must above all sell application techniques, 
not merely products. We must confront the researchers with the market place, 
and that is why we must also be foreign-trade specialists!" These appear 

to be industrial management truisms, but for the industrial combines of the 


GDR such objectives are only a few years old. 


In August 1945 the severely damaged Leuna works after some provisional re- 
pair work again produced 685 tons of gasoline per day from lignite. In 1949 
they reached their pre-war production level. In 1951 petroleum processing 
began in remodeled old hydrogenation installations. With the chemical pro- 
duction program of 1958, Leuna became the first petrochemical center of the 
GDR. At that time it already produced basic plastic materials (ethylene, 
polyethylene), intermediate synthetic fiber products, solvents and pharma- 
ceuticals with a lignite base and, from 1967 onward, from petroleun. 











[Caption under photograph on second page of text: "Erich Mueller, a member 
of the SED Central Committee, has been the director general of the large- 
scale chemical works in Leuna for almost 15 years."] 


The chemical industries’ importance is equally great for the industrial 
states in the East and in the West. In the GDR the share of the chemical 
sector in industrial production amounts to almost 16 percent, and in the 
FRG it amounts to approximately 1l percent. Without chemistry nothing will 
run, and particularly not in the GDR with its superdimensional production 
of “plastic products." From the petroleum which since 1963 has been flow- 
ing through the "Friendship" pipeline to Leuna from Bashkir via Schwedt, 

the raw materials for manufacturing plastic products, in addition to gaso- 
line and propellants, are produced. Added to these are ammonia for agricul- 
ture, rosins for paint and lacquer production, glue and intermediate prod- 
ucts for the manufacture of chemical fibers, for textiles, cosmetics, deter- 
gents and foils for application to furniture or floors. New things are 
being developed continually. The chemical sector has not reached its limits 


yet. 


The director general makes it clear that professional life is full of risks 
for a man in the upper echelons of the Party hierarchy. For instance, suc- 
cess or failure depends on investments. Being perfectly aware of the fact 
that the GDR will in the future no longer receive as much crude oil from the 
Soviet Union as had been provided for in the 5 Year Plan (1981-1985), Mueller 
developed the new program for the combine at the 10th SED Party Congress. 

It is an energy-saving program, ambitious, costly as well as risky from a 
technical point of view. Instead of the formerly planned 8 million tons of 
crude oil, Leuna now can expect to have only 5 million tons. Further crack- 
ing of the crude oil, however, can only be achieved with immense investments. 
In the current 5 Year Plan period, Leuna is investing 2.45 billion marks, 
mostly on a credit basis. Once the investment projects have been decided 
upon, there are of course in the planned economy system no difficulties in 
connection with credit procurement, but the investments must be paid back. 
The Austrian Voest Alpine enterprise is building a new large-scale plant. 

At the plant site stand cars with Austrian license plates. The old works 
components continually require modernization. In the new Plant II and par- 
ticularly in the most r«cent installations, which are now being “broken in,” 
everything is in tip-top shape. In some parts of Plant I, things still 

look the way they did decades ago, old and gray. The combines must live 
with and produce with this burden. 





Leuna belongs to those combines in which--as is the case also in Schwedt-- 
one dares to carry out new planned-economy experiments, if for no other rea- 
son than to overcome a certain degree of lethargy in the establishment in 
which, after all, not all jobs are attractive ones. Erich Mueller is aware 
of this problem. The research personnel, and especially those at the top, 
who receive comparatively excellent pay, must individually and collectively 
provide an accounting by means of so-called "research personnel accounts." 


Nor does Mueller evade the subject of environmental protection. He is aware 
of the problem because, after all, environmental protection has in the mean- 
time become a “part of the Plan." However, not only he but other colleagues 











in the GDR admit that far too little money has been made available for such 
purposes. In Leuna, the amount is 25 million marks. That is not much, par- 
ticularly since Halle is the GDR Bezirk most severely burdened by environ- 
mental pollution. They can point to the gigantic “inherited” ash heap which 
formerly used to cover the plain again and again with ash storms and which 
is now covered over with green vegetation. New life has begun there. The 
25 million marks are spent primarily for water purification. To be sure, 
this is done not only for reasons of environmental protection but because 
the chemical sector also needs a lot of fairly clean water. Leuna consumes 
a daily quantity of 38,000 cubic meters of water from the Saale River. 


On one occasion Erich Mueller admitted to a GDR journalist that there was a 
time when he was awed by Leuma and the tasks to be carried out in connection 
with it but that he had now been free of such fears for quite some time. 
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GERMAN DEMOCRATIC REPUBLIC 


TRADE WITH DEVELOPING NATIOWS TO REDUCE RAW MATERIAL SHORTAGES 


Cologne DEUTSCHLAND ARCHIV in German Vol 16 No 1, Jan 83 (signed to press 21 
Dec 82) pp 53-67 


['Analyses and Reports’ feature article by Dr Hannsjoerg F. Buck, unit chief, 
All-German Institute, Bonn: "Reduction of Raw Material Bottlenecks Through 
Trade with Developing Countries: GDR Economic Relations With Developing 
Countries Based on Examples of Syria, Cyprus and Kuwait"] 


[Text] The freezing of Soviet deliveries of energy raw materials during 1981-82 
at the level of 1980, the reduction of the originally promised Soviet crude oil 
allotment for 1983 by 10 percent, the rigorous slow-down of imports of materials 
from Western sources of supply in order to decrease the expenditures of foreign 
exchange, and the delivery losses of raw materials and semimanufactures obtained 
from Poland, in the most recent past have led to considerable supply gaps in the 
GDR, to a deterioration of the supply of transport services, and to massive in- 
terru»tions in the production process. As a result of the high debt service for 
credits obtained in the West and the since 1981 increasing refusal of Western 
banking institutions with respect to requests for credit by the GDR, the eco- 
nomic leadership in Berlin (East) could no longer overcome the bottlenecks in 
the supply of raw materials, semi-finished goods and also fodder,which had come 
into being, through purchases on the world market for hard currency exchange. 

It also proved impossible to eliminate these supply gaps on a short-term basis 
through a drastic reduction of specific energy and materials use. It requires 
considerable time because such great successes in the achievement of economies 
can be attained only with the replacement of old production technology by more 
efficient technologies, as well as with the introduction of new and further de- 
veloped products, whose mass-performance ratio is better. Even the mere sub- 
stitution of an energy carrier that has become much more expensive by a less 
expensive one requires, first of all, considerable investments for retooling 
and frequently a considerable time expenditure for the conversion.* In order 

to limit the already developed losses in growth and to rescue the long-term 
plan for 1981-1985 in part and avoid a further shrinking of economic performance 





*In the case of the GDR this applies, above all, to the conversion of the [East] 
German Railway from the up to now prevailing Diesel traction to electric trac- 
tion. The same also applies to the retooling of the machine park of GDR agri- 
culture to tractors, sowing and threshing machines, as well as other agricul- 
tural equipment with a smaller Diesel fuel consumption. 
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the state leadership of the GDR must currently search intensively for favorable 
sources of raw materials supply outside of the CEMA, as weil as for new credi- 
tors. Because of the first trip to the Near East by Honecker from 11 to 18 
October 1982** this article--on the basis of the economic relations of East 
Berlin to Syria, Cyprus and Kuwait--analyzes whether and what chances exist for 
the GDR in the near future to win the Third World as a reservoir for raw mate- 
rials and as an allocation area for problem-solving imports. 


I. Beginnings and Expansion of the Economic Relations of the GDR to Syria, 
Cyprus and Kuwait 


l. The Development of Economic Cooperation with the Syrian Arab Republic (SAR) 


Already a few years after its establishment as a state, the GDR concluded a 
first trade and payments agreement with Syria. This agreement, concluded in 
1955, enabled both governments to establish trade representations in the capi- 
tals which were accorded consular rights. On the basis of this skeleton agree- 
ment for the cultivation of mutual economic relations, which since the mid- 
1950's was renewed again and again, a large number of special agreements for 
the expansion and deepening of the exchange of goods and services between the 
two states were concluded beginning in 1974-75, after Syria had advanced to be- 
come the first ally of the Eastern alliance system in the Near East. In these 
[agreements] the GDR obligated itself to assist Syria in the electrification of 
the smaller cities and villages, in the expansion of the railways, and in the 
creation of the technical prerequisites for the completion of a modern railway 
transportation system. In addition, the GDR promised to support the construc- 
tion of a cement and flour-milling industry and to provide for better equipment 
of Syrian health institutions with modern medicine and laboratory technology. 


None of these efforts seems to have been, in the true sense, a contribution to 
“development aid" for the Third World. Such development aid contributions in- 
clude, among others, the gratuitous handing-over of equipment goods for cultural 
and educational institutions and for institutions of public health care. "De- 
velopment aid" in the true sense, furthermore, includes long-term government 
credits for the financing of the purchase of complete industrial installations, 
in the course of which the borrowing country is granted a preferential interest 
rate of merely 2-3 percent per annum. Official government publications do not 
include any indications that the industrialization projects assumed by the GDR 
were delivered at preferential conditions. 


2. The Development of Economic Cooperation with Cyprus 


The GDR concluded a trade and payments agreement (government agreement) with 
Cyprus for the first time on 7 November 1964. Four years later, in 1968, the 
Cypriot government agreed to the opening of a GDR trade mission in Nicosia. At 
the present time, the economic relations of the GDR to the island state are 
managed on the basis of the long-term trade agreement concluded in 1978 and the 
agreement on economic, scientific-technical and industrial cooperation, which 

is also laid out on a long-term basis. The latter agreement was signed in 1980. 





**Cf. Thomas Ammer, “Honecker's Near East Trip in October 1982," DEUTSCHLAND- 
ARCHIV, No 12, 1982 pp 1313 ff. 














3. The Development of Economic Cooperation with Kuwait 


The establishment of regulated trade relations between the GDR and Kuwait began 
in 1970. In this year a trade agreement between the two states was concluded 
and an agreement was reached concerning the exchange of trade representations. 
Prior to the trip of the general secretary to the Persian Gulf, the last agree- 
ment of the two states concerning the regulation of their trade relations dated 
back to 19 June 1975. At that time, the governments of both states concluded a 
new trade agreement, whose validity was limited to the period 1976-1980. Since 
this agreement had already expired more thrn a year and a half prior to the 
state visit in mid-October, a renewal of the contractual agreements on the fur- 
ther development of the exchange of goods and services between the two national 


economies was overdue. 


In accordance with the agreements which the FRG, too, entered into in the con- 
clusion of its cooperation agreements with the European CEMA states, the GDR, 
in conjunction with the conclusion of its latest economic agreements with Syria 
and Kuwait, also agreed to establish "Mixed Commissions" as coordination agen- 
cies for the deepening of industrial-technical cooperation. Thus the “Joint 
Committee for Economic and Scientific-Technical Cooperation GDR-Syria" was 
constituted in 1970 from government representatives of the two sides. Nearly 
the same tasks were assigned by the governments of Kuwait and the GDR in 1975 
to the “Joint Committee for Economic, Technical and Cultural Cooperation GDR- 
Kuwait", founded at the time, whose establishment half a year earlier (on 25 
November 1974) the then chairman of the GDR Council of Ministers, Horst Sinder- 
mann, had negotiated with the emirate government. 


Il. Intensity of the Interstate Relations of the GDR to Individual Arab 
Countries 


Like Algeria, Iraq and Libya, Syria also belongs to those Arab countries which 
in their foreign policy follow quite closely the states of the Soviet socialist 
camp. If one takes this group of states as the standard of comparison, the GDR 
maintains the closest relations to Syria. In the case of Syria, this intensive 
cooperation, moreover, extends to a comparatively large number of areas (foreign 
and domestic policy, cultural and public health affairs, the education and 
higher education system, media policy, the communication system, technology, 
science, and economic cooperation). This priority position of Syria would hold 
true even in relation to all Arab states if it were not for the special case of 
Egypt. If the intensity of interstate relations is measured by the number of 
international agreements, conventions and treaties, concluded by the GDR with 
Arab states, the government in Berlin (East) has concluded the most treaty 
accords since 1949 with Egypt (see Table 1 for documentation). This outstand- 
ing position of Egypt as partner of the GDR, however, can be explained only 
historically. It is the result of the active political and economic cooperation 
at a time when Egypt was still the closest ally of the Soviet Union in the Near 
East and was urged by the latter to support the international recognition and 
upgrading of the GDR in terms of international law. Aside from Egypt, the GDR 
has concluded the most agreements, treaties and conventions with Egypt (53). 
Next in order are Iraq with 44, Algeria with 28, and Libya with 12 treaties. 

[If one considers only the trade and payments agreements, economic agreements 

and cooperation treaties which the GDR has concluded with these four Arab states 

















between 1949 and 1981, Syria also leads the field of these four Arab states in 
this special group of international agreements (see Table 1, p 56, for documen- 


tation). 


III. Overall Economic Significance of the Exchange of Goods and Services With 
Syria, Cyprus and Kuwait 


Among the Etrropean CEMA states, the GDR is the socialist state with the smallest 
trade with developing countries. In accordance with this, the GDR's turnover 
of goods with this group of states in the past for the most part reached only 

5 percent of the total foreign trade turnover. Only in exceptional years (as 
for example in 1980) the turnover share of the trade with developing countries 
is also higher for once (1980 = 6 percent). In 1981 the reduction which had 
occurred in comparison to 1980 in the share of the developing countries to the 
standard quota of 5 percent was even caused by an absolute decline in the turn- 
over of goods of the GDR with the states of the Third World (foreign trade turn- 
over of the GDR with this group of states in 1980 = 7,331 million valyta marks; 
1981 = 6,542 million valuta marks; decline 1981:1980 = - 11 percent). 


Table 1. Number of Agreements, Conventions and Treaties of the GDR With the 
Arab States Important to It Between 1949 and 1981 











Selected Arab International Agreements, 
States Conventions and Treaties 
Total Including: 


Trade and Payments Agreements, Economic 
Agreements, Agreements on Economic and 
Scientific-Technical Cooperation 





Syria 53 25 
Iraq 4a 20 
Algeria 28 10 
Libya 12 5 


Special case: 


Egypt 64 32 


For information: 


Selected European 


states 
Soviet Union 232 118 
France 47 28 
Source: “International Agreements of the GDR, as of the End of 1981, published 


by the All-German Institute, Bonn. Loose-leaf collection. 

















Besides the East orientation of the foreign trade of the GDR which the Soviet 
Union has insisted on, the main cause for the relatively small importance of 

the trade with the developing countries is the fact that the GDR up to now has 
covered its raw material needs almost completely through purchases in the eco- 
nomic area of the CEMA. In so doing, the Soviet Union and Poland served as the 
main suppliers of a broad range of primary energy materials and other raw mate- 
rials. This concentration of the raw material supplies on the CEMA has up to 
now always been advantageous from an economic perspective because the prices for 
basic materials in the intra-~CEMA trade even today are still considerably below 
the current world market prices. For this reason even those developing coun- 
tries could not do business with the GDR which have at their disposal sufficient 
raw materials of the kinds which the GDR needs and has to import. . 


During the time of the state visit, the GDR media reported in downright expen- 

sive measure about the excellent upward development of the trade exchange of the 
GDR with the countries being visited in the past and about the diverse forms of 
scientific-technical and economic cooperation which have come into being in the 


meantime. 


In contrast to this, however, the exchange of goods of the GDR with these three 
states is of only small importance--which fully corresponds to the relatively 
small significance of the GDR trade with developing countries. In 1981 the 
foreign trade turnover with Syria came to 430 million valuta marks, yith Cyprus 
--31 million valuta marks, and with Kuwait--39 million valuta marks.“ Thus the 
share of the turnover of goods with these countries, measured against the total 
foreign trade volume of the GDR, even taken together, is under 1 percent (see 
Table 2 on this). 


In the 1960's and 1970's, too, the foreign trade turnovers of the GDR with these 
three countries never reached impressive orders of magnitude. However, pro- 
ceeding from a very low level, the foreign trade of the GDR especially with 
Syria and Kuwait has increased at a considerable pace. 


This tempo of expansion is approximately identical to the rise registered by 
the GDR foreign trade--proceeding from very low turnovers-~with all Arab states 
during this period of time. In the course of the intensified export efforts 
during the last two decades, the economy of the GDR succeeded in distributing 
its foreign trade activities more equally among all states of the Arab sphere. 





In the 1960's, seen from the vantage point of trade volume, Egypt was the most 
important Arab trading partner of the GDR, followed at great distance by Iraq 
and Syria. At present Egypt merely occupies fourth place in terms of volume 
in the ranking list of the countries of the Arab trading partners of the GDR.? 
The center of gravity in foreign trade with the Arab states, therefore, has 
shifted away from the today Western-oriented Egypt to the Eastern-influenced 
countries of Syria, Iliaq, Algeria and Libya. 


What must be said for the GDR in regard to the trade policy significance of the 
turnover of goods with Syria, Cyprus and Kuwait, applies in reverse also for 
the GDR trade of Cyprus and the emirate of Kuwait. In this context, seen from 
the vantage point of trade volume, the exchange of goods not only with the GUR 
is of minimal significance for Cyprus and Kuwait, but also the trade with all 
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states of the socialist economic alliance of the CEMA. By contrast, the coun- 
tries of the EC have attained a strong position in these countries in terms of 
trade policy (see Table 3 for documentation). 


Table 2. Trade Shares of Kuwait, Syria and Cyprus in the Foreign Trade Turn- 
over of the GDR in 1970, 1980 and 1981* (In Percent) 


States 1970 1980 1981 
Syria 0.17 0.32 0.32 
Kuwait 0.02 0.03 0.03 
Cyprus 0.01 0.03 0.02 


*The data on the foreign trade turnover also include the turnover results in 
the intra-German trade. The calculated share figures are based on values stated 


in valuta marks. 


Sources: “Statistisches Jahrbuch der DDR 1982" [Statistical Yearbook of the GDR 
1982], pp 230-31; own calculations. 


In contrast to Cyprus and Kuwait, for Syria, on the other hand, the GDR and the 
CEMA states are of greater significance as trading partners. Nevertheless, 
here, too, the foreign trade turnover of Syria with the CEMA (including the 
GDR) is clearly exceeded by that of the EC countries. While the CEMA states 
(including the GDR) at the beginning of the 1970's were able to capture in- 
creasing trade shares in the trade with Syria, they have again lost these gains 
in position beginning in the mid-1970's. In return the EC states since that 
time have been able to regain larger shares of the market. 


IV. The Range of Goods of the GDR Trade With Syria, Cyprus and Kuwait 


Among the most important export goods supplied to Syria, Cyprus and Kuwait are, 
above all, machines and machine parts (machine tools, construction and agricul- 
tural machinery), machines and equipment for the textile, clothing and leather 
industry, installations and equipment for the construction materials and flour 
milling industry, electrotechnical installations and instruments (transformer 
stations), railway investment goods and transportation equipment (among others, 
harbor cranes; on this, cf. Table 4). The GDR purchased from these three 
states above all raw materials (oil in smaller quantities, minerals and ore), 
cotton, cotton yarn, textile products, skins, pelts, geotesasesous concentrate 
(e. g., biscuits), citrus fruit and other foodstuffs. 


V. The Price Formation for Foreign Trade Goods and the Handling of the Commer- 
cial Payments Transactions 


The prices of the goods exchanged within the framework of the trade agreements 
are set through negotiations between the business partners (government delega- 
tions). In so doing, the price formation of both sides orients itself on the 
basis of the prevailing world market prices for the same or comparable products. 
This linking of the prices for the exchanged goods to the prevailing (current) 
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world market prices is explicitly stipulated in Article 4 of the “Long-Term 
Trade Agreement" between the GDR and Syria of 1975. Ajisimilar provision is 
also contained in subdivision point 6 of the trade agreement between Cyprus and 
the GDR for the years 1964-65 and Article 8 of the trade agreement concluded 


between the two states in 1978.74 


Table 3. Trade Shares of the GDR, the Federal Republic of Germany, the CEMA 
and the European Community (EC) in the Foreign Trade Turnover of 
Syria, Kuwait and Cyprus in 1979* 


Investigated States GDR CEMA FRG EC 





Share of Imports in Percent 








Syria 2.4 15.3 8.9 36.1 
Kuwait 0.2 2.7 8.0 31.6 
Cyprus** 2.4 7.5 7.6 43.2 
Share of Exports in Percent 
Syria 2.2 14.1 3.6 52.0 
Kuwait 0. 0. 8.6 32.3 
Cypros** 0.3 5.9 2.6 28.2 


*The calculated shares are based on turnover figures given in US-dollars. 
**Data for 1980. 


Sources: "UN-Yearbook of International Trade Statistics 1980, pp 262 ff., 566 ff. 
and 922 £f.; own calculations. 


All payments for commercial transfers of goods and services between the GDR and 
the three trading partners of East Berlin considered here are transacted in con- 
vertible currency. Until 1975 the exchange of goods between Syria and the GDR 
was settled on the basis of a clearing process. 


VI. Bilateral Trade Balance Results 


According to the UN trade statistics, the GDR during the last three years (1979- 
1981) always attained an export surplus in the exchange of goods with Syria, 
Cyprus and Kuwait. Beyond this, the annual statements of account concerning 
the bilateral exchange of goods show a gossteve trade balance with these three 


states for most of the preceding years. 


For secured statements concerning the actual results of the exchange of goods 
and services between the GDR and the developing countries, however, the trade 
statistics presented by the United Nations are not reliable enough. They are 
incomplete and do not always reflect the actual turnovers in the trade of the 
GDR with the developing countries without gaps. Thus, for example, according 
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to the UN statistic there was no turnover of goods between the GDR and Syria in 
1980. On the other hand, the trade statistic of the GDR for the same year in- 
dicateg a foreign trade turnover with Syria in the amount of 388 million valuta 


marks. 
Table 4. Foreign Trade Turnover »-*h and Exportation of Goods of the GDR to 
Syria 1975 to 1981 (Vas “iven in Current Prices) 


1975 1976 1977 1978 1979 1980 1981 
In Millions of Valutamarks 








Export of selected products 


Electrotechnical products 33.7 70.0 101.8 154.2 149.3 138.3 114.5 


. Machines and equipment for 

the construction and con- 

struction materials industry 39.3 35.1 69.7 87.3 85.8 121.6 54.5 
3. Transportation and mining 
equipment and agricultural 


= Me 
> _ 


machinery 6.3 39.9 8.0 2.2 10.3 28.9 62.4 
4. Machines and equipme~t for 
the food industry 2.3 8.6 12.1 14.1 13.7 15.7 5.5 


5. Machines and equipment for 
the textile, clothing and 
leather industry 2.1 24.3 27.9 1.3 1.6 1.5 1.1 


Total 83.7 177.9 219.5 259.1 260.7 306.0 238.0 


Il.Foreign trade turnover 
with Syria 211.2 348.6 344.4 405.7 436.6 388.3 429.8 


IILShare of export to Syria 
for selected products in 
percent of the total foreign 


trade turnover with this 
economy 40 51 64 64 60 79 55 


Sources: "“Statistische Jahrbuecher der DDR 1979" [Statistical Yearbooks of the 
GDR 1979], p 246; 1981 edition, pp 235 and 248; and 1982 edition, pp 231 and 


244. 


In accord with the UN. statistics, the GDR foreign trade statistic also confirms 
that the GDR-Syria trade balance shows a deficit for Syria at least since 1976. 
This deficit of the Syrian Arab Republic in the bilateral exchange of goods in- 
creased steadily from 1976 to 1981 (on this, see Table 4). Syria also has a 
similar unsettled trade balance with a relatively high deficit balance vis-a-vis 
the member states of the CEMA as a whole (see Table 5 for documentation). 


From these investigations it follows that,in its trade with the three states 
visited by Honecker, the GDR since approximately the mid-1970s8 has earned more 
hard currency exchange than it has spent there. Should some of these debtor 
states have paid the full claims of the GDR (e. g., from their foreign exchange 
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reserves or through credits from third states), these surpluses were used by 
the GDR government to purchase bottleneck materials (e. g., special and tool 
steel) in the Western industrial states, as well as technologically superior 
investment goods, food and feed grains, and to pay for interest on its debts. 
Beyond this, these surpluses undoubtedly also had to be used to reduce the 
trade balance deficits vis-a-vis the Soviet Union. 


As far as Syria is concerned, this state has not fulfilled its payment and 
delivery obligations to the GDR for at least half a decade. 


Table 5. The Foreign Trade Relations of Syria to Individual Groups of States 

















in 1979* 
Export Import Balance 
Millions In % Millions In % Millions InZ 
Groups of states of of of 
Syrian Syrian Syrian 
Pounds Pounds Pounds 
l. Western industrial 
states 4,538.6 70.3 6,849.7 52.4 -2,311.1 34.9 
including: 
EC countries 3,356.8 52.0 4,720.3 36.1 -1,363.5 20.6 
2. Socialist states 1,950.4 16.3 2,353.9 18.0 -1,303.5 19.7 
including: 
CEMA states 915.1 14.2 2,086.2 16.0 -1,171.1 17.7 
3. Arab countries 760.5 11.8 2,669.2 20.4 -1,908.7 28.9 
4. Remaining states 103.8 1.6 1,193.9 9.2 =-1,090.1 16.5 
5. Total foreign trade 
turnovers 6,453.3 100.0 13,066.7 100.0 -6,613.4 100.0 


*In 1977-78 the trade balance of Syria with the individual groups of states 
also showed only negative balances. 


Source: "République Arabe Syrienne. Ministére des Finances, Direction Générale 
des Douanes, Statistiques du Commerce Extérieur, Année 1979" [The Syrian Arab 
Republic. Ministry of Finance, General Customs Administration, Statistics of 


Foreign Trade, 1979). 


VII. The Contribution of the GDR to the Industrialization of the States Visited 


In accordance with its base function for the socialist camp in the Near East, 
Syria up to now has been the cointry which is supplied by the GDR with complete 
industrial installations on a preferential basis. By contrast, the GDR to date 
has not yet received large-scale orders from Cyprus and Kuwait for the erection 
of selected industries. 
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The first area which has been a point cf concentration since the end of the 
1960's for the assistance efforts of the GDR in the industrialization of Syria 
is the electrification of this country. This purpose was served, above all, by 
its participation in the construction of a multitude of energy production capa- 
cities and participation in the expansion of the energy transmission net in 
order to secure the supply of industries, cities and villages with electricity 
(=construction of a central compound energy system through the transfer of high 
voltage lines and the construction of a distribution supply network for low 
voltages). The cooperation agreement concluded in 1967 marks the beginning of 
the intensive cooperation in the electrification of Syria. In this agreement, 
the GDR promised to supply Syria with two dozen transformer stations by 1978 
and to install these in various parts of the country. This installation deal 
was fulfilled in accordance with the agreement. 


Since the second half of the 1970's, the contribution of the GDR to the realiza- 
tion of the ambitious electrification program of Syria consists no longer merely 
in point-for-point development assistance. On behalf of the Syrian government, 
experts from the GDR have taken over the projection of a country-wide electric- 
ity supply net. In the agreements concluded between the two states in 1977-78, 
it was stipulated that in a first stage of development to begin with all 
cities and villages with a population of over 1,000 people were to be connected 
to the overhead transmission line. According to the agreements entered into at 
that time, this project was to be completed by 1980-81. 


About 50 percent of the power produced in Syria in 1980-81 was produced in 
thermal power stations on the basis of oil. Approximately 30 percent of the 
electricity produced comes from hydroelectric power stations and especially 
from the power station built by the Soviet Union in conjunction with the Eu- 
phrates River Dam. The Euphrates River Power Plant was completed in 1977. It 
is capable of feeding an electricity volume of 1,250 megawatts into the central 
grid. The rest of the electricity (about 20 percent) is made available by Die- 


sel electric power stations. 


Using as a point of contact the agreement concluded already in 1967, the Syrian 
government ordered 66 transformer and energy distribution stations in the GDR 
during the period 1974 to 1978 in order to fulfill its electrification plans. 
Beyond this the economic planners in Damascus purchased Diesel power units and 
workshops for the maintenance and repair of transformers, for the overhaul of 
outdoor power networks and the repair of other high-voltage equipment (e. g., 
relays, meters and switches). Among the orders were also two installations 
which are of importance for the further industrialization of Syria--like the 
power plant for the Syrian phosphate mines near Palmyra and the power plant for 
the only Syrian rolling mill in Hama. 


General contractor of the Syrian State Electricity Company in the GDR and sup- 
plier of the transformer stations ordered by Syria was and is the Otto Buch- 
witz VEB for Power Plant Construction in Dresden. This enterprise belongs to 
the Electric Power Plant Construction Combine. The direct partner to the con- 
tract with the Syrian state enterprise in the GDR is the Electrotechnology Ex- 
port/Import Foreign Trade Enterprise, which handles all foreign trade trans- 
actions of the industrial sector for electrotechnology. The delivery of the 
workshops ordered by the Syrian Arab Republic for the maintenance and repair 
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of transformers and electric*ty supply networks takes place through the Power 
Plant Construction Combine Leipzig Halle. 


Measured by the capital investment and the training expenditures for the Syrian 
specialists, the largest industrialization project of the GDR in this state is 
the development of a domestic cement industry. The GDR has contractually obli- 
gated itself to construct 5 cement plants during the period 1978 to 1985. Four 
or them have already been completed. The fifth plant (location Tartous on the 
coast of the Mediterranean) is moving towards completion. In July of this year 
the first line of furnaces of this plant began its trial service. This largest 
cement plant in the Near East will probably reach its full capacity in 1984. 
Its production program will then also include the mass production of bricks. 


For the execution of this large-scale order the Invest-Export Foreign Trade 
Enterprise in the GDR assumed the function of a general contractor. The com- 
plete cement plants were produced and supplied by the Dessau Cement Plant Con- 
struction VEB in the Magdeburg Heavy Machinery Construction Combine Ernst 
Thaelmann. The responsibility for the execution of the construction work was 
assumed by Syrian construction firms. Up to 100 specialists from the GDR have 
been and are at any time involved in the assembly of the individual cement 
plants. Two of the cement plants built by the GDR are located close to the 
North Syrian district capital of Aleppo (Muslimieh or Musul miye I and II). 
The remaining plants are located in Hama, Adra, and Tartous. Without the not 
yet fully completed cement plant in Tartous, the annual production of the four 
other plants comes to 1.65 million tons of cement per year. The capacity of 
the largest cement plant built by the GDR is planned for about 2 million tons 
per year. After the full commencement of operations of all GDR cement plants, 
these installations will produce approximately 3.5 to 3.7 million tons of 


cement. 


After the final completion of all five cement plants, about 75 percent of the 
total Syrian cement production will come from GDR plants. 


In 1974 the two states concluded a contract for the delivery of 10 wheat mills. 
In so doing, the GDR became the main partner of Syria in the realization of the 
ambitious milling industry building program of the Syrian government. The in- 
terest of the state leadership in Damaskus in this delivery was directed not 
only towards the realization of economic goals (= stabilization of the domestic 
supply of bread and food products, as well as the saving of foreign exchange). 
In the case of conflict and during times of crisis, the mills are to make Syria 
independent of flour imports from abroad and permit the complete processing of 
the grain harvested domestically. Wheat bread is the chief component of every 
meal in Syria. The per capita consumption of wheat for the population of Syria 
exceeds that of a Central European by than twice. In order to strengthen the 
strategic position of Syria as the most important ally of the Soviet Union in 
the Near cast, the GDR took great pains to fulfill the obligations it had 


assumed on time. 


Seven of the total of ten milling enterprises have in the meantime been com- 
pleted and have begun their operation. The construction of the remaining three 
mills is to be completed by mid-1983. During the duration of the two five- 
year plans from 1976 to 1985, the development of this milling capacity consti- 
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tutes a point of emphasis of the investment program of the Syrian national eco- 
nomvy. Each one of the GDR mills has a daily capacity of 250 tons of flour. 
Together with the 5 milling enterprises built by the GDR already in the years 
1967 to 1974, all at the present time already operating GDR mills produce a 
volume of 2,490 tons of flour daily. 


The assistance by the GDR in the development of the railway traffic is concen- 
trated, above all, on the supply and installation of signal boxes, signal and 
safety devices, fully automatic gates, centrally-serviced clock systems, and 
telephone installations along the line for the guidance and control of the rail- 
way traffic. Suppliers for these installations in the GDR are the Communica- 
tions Electronics Combine and the Berlin Plant for Signal and Safety Technology 


(WSSB). 


At the present time, the CDR is equipping 620 kilometers of railway lines with 
Signal and safety devices. Beyond this, the GDR has obligated itself to supply 
1,400 freight cars to the Syrian state railway within the five years from 1978 
to 1982. Up to now the network of lines of the state-owned Syrian railway is 
not very well developed. Thus in the West-East direction from the coastal 
region to the Euphrates area there is only one railway connection. 


In accordance with the long-term agreements between the two states on economic 
and industrial cooperation, GDR experts are training a large part of the spe- 
cialists needed for the management of the new cement plants and milling enter- 
prises. Moreover, a part of the railway employees also receive their training 
through the GDR. The instruction and practical training of the specialists 
takes place in part in the GDR and in part locally in the giready operating 
business establishments or those still under construction. 


In accordance with the development aid policy of the other Soviet-socialist 
states, the assistance efforts of the GDR in the industrialization of Syria and 
in the raising of the standard of living are focused exclusively on the sector 
of the state economy. By means of this the socialization measures of the Syrian 
government are to be supported, the productive capacity of this economic sector 
are to be increased, the private economy is to be pushed back, and the socio- 
economic transformation of the economic order into a centrally guided state 


economy is to be pushed ahead. 


VIII. Economic Results of the First Honecker Trip to the Near Exst 


In October 1978, the Syrian president Assad, at the head of a large government 
delegation, visited the GDR for the first time. At that time te GDR Government 
concluded a whole bundle of agreements for supplies and services and assistance 
agreements with the Syrian state. This time, too, the state visit by Honecker 
in Damascus ended with the signing of a whole series of agrcements. In contrast 
to those days, when the GDR obligated itself to massive assistance efforts in 
the development of Syrian industry, the contents of the agreements reached this 
time with respect to further economic cooperation turned out to be rather 
meager. All together the government delegation of the GDR concluded five 
agreements with the Syrian state leadership*”: 


1. Am agreement on the "Program. . . (for the). . . further development of 
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economic, industrial and scientific-technical cooperation to 1990"; 

2. An agreement adopted in the form of a memorandum on the “development and 
deepening of the economic cooperation between the GDR and the Syrian Arab 
Republic”; 

3. an “agreement” on closer cooperation between the State Planning Commission 
of the GDR and the State Planning Commission of the Syrian Arab Republic; 

4. a protocol on the exchange of goods between the two states planned for 1983 
and 

5. an agreement for a “work program", whose fulfillment is to lead to an im- 
provement in the cooperation of the two states in the area of public health 
care. 


At the next stop on his trip--in Cyprus--too, Honecker's state visit ended 

without the conclusion of detailed agreements in the area of economic coopera- 
tion concerning the expansion of foreign trade desired by both sides or without 
concrete agreements concerning the supply of new factories--made in GDR--being 


signed. 


"Questions of the deepening and expeysion of economic relations” were merely 
discussed at the ministerial level.!! Both sides, however, confirmed in this 
specialized discussion the intention “to make still more intensive use of the 
existing preconditions for phe expansion of economic, industrial and technical 
relations (in the future)." The only contractual result of the visit in the 
economic sphere is the conclusion of an agreement on double taxation. Since 
the GDR or citizens of this state are hardly likely to have made sizable cash 
Or material capital investments in their own or foreign firms, the improvements 
aspired to in this new agreement in all probability relate only to avoidance of 
double taxation burdens for the GDR experts working on the island (marketing 
advisers and sales specialists, maintenance engineers). 


Since mid-1975 no new framework conditions for the expansion of trade relations 
and for the expansion of scientific-technical cooperation had been concluded 
between the GDR and the emirate of Kuwait.13 After the duration of the long- 
term trade agreement concluded on 19 June 1975 had expired at the end of 1980, 
the supply and purchase wants of the two states were coordinated through the 
"Joint Committee for Economic, Technical and Cultural Ggoperation {Between the] 
GDR and Kuwait",!4 which had been established in 1974. The results obtained 
in these consultations were stipulated in trade protocols. 


As a result of the state visit of the general secretary of the SED, a new 
"Agreement on Industrial, Economic and Technical Cooperation” between the two 
states was signed on 17 October 1982. With this the state of no treaty that 
had existed since 1 January 1981 came to an end. In the history of the rela- 
tions of the two states, the document signed on 17 October in Kuwait is the 
first “cooperation agreement". The GDR seems to have been very interested in 
using the for some time overdue conclusion of a new economic agreement to put 
the future development of the inter-state relations beyond the scope of a tra- 
ditional trade agreement on a broader basis. According to GDR statements, the 
agreement envisages "the development of cooperation in the areas of trade, in- 
dustry, agriculture, tourism, exchange of experts, and public health care, as 
well as the expansion [of cooperation] to other spheres, like cooperation in 
third countries.” 
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Besides the codification of well-meant declarations of intention, which still 
need filling in through concrete agreements on the execution of jointly-seized 
development projects, the GDR government, according to available information, 
did not reach any agreement with the emirate to exchange oil, oil derivatives 
or liquid gas against the delivery of complete industrial installations. 


The main interest of the Kuwaiti government in future increased cooperation 
with the GDR aims at the present time evidently above all at obtaining consul- 
tation assistance and support for the development of a modern public health 
care and vocational training system. Inasmuch as this interest is linked to 
import wants, the emirate in the coming years will likely attempt to obtain 
medical-technical instruments, laboratory equipment, measuring and testing 
instruments for mountain information and ineteorological purposes, surveillance 
instruments for environmental protection (measurement of harmful concentrations 
of poisonous substances in the environment) and teaching aids especially for 
instruction in natural science at the universities and schools of the country 
from the GDR in increased volume. ! 


IX. The GDR at the Threshold of an Increased Diversification of Its Raw Mate- 
rial Purchases From Abroad? 


1. The Current Trade and Currency Exchange Policy Interest of the GDR in the 
Raw Material Exporting Countries of the Third World 


With his trip to Syria, Cyprus and Kuwait, Honecker visited three countries 
which are of great of great interest for the state leadership in Berlin (East) 
because the GDR can obtain urgently-needed raw materials from them. This is 
true, first of all, for the fuel oil (supplier countries Kuwait and Syria) and 
for minerals and nonferrous metals (supplier countries Cyprus and Syria). Es- 
pecially in regard to oil, the GDR has encountered severe supply difficulties 
Since the Leipzig Fall Trade Fair of 1982, for instead of the originally pro- 
mised crude oil supply of scarcely 19 million tons, the GDR during the coming 
year (1983) will receive only about 17.1 million tons of raw oil from the USSR 
(= extent of the supply cuts approximately 10 percent). In the history of the 
economic relations between the GDR and the Soviet Union, this massive and sudden 
restriction of the purchase possibilities for a primary material so essential 
for the ultimate performance of a modern industrial economy is probably a 
unique occurrence. Besides this internal CEMA cut-back in oil supplies, the 
GDR, since the outbreak of the Polish state crisis in 1980, also can no longer 
rely on the continuous supply, above all, of bituminous coal, coke, copper and 


sulphur from Poland. 


However, in order to achieve a satisfactor overall output performance and in 
fact reach a certain planned growth rate, a centrally planned economy in par- 
ticular must do everything to create stable and long-term secured exchange re- 
lations with foreign countries. Without this foreign trade safeguard, the dis- 
proportions, which in any case always turn up in the production structure as 
the result of the planning errors of the economic administration, can reach 
such dimensions that the fulfillment of the planned economic programs ends up 


in failure. 
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To stabilize its overall economic production output, the state leadership of the 
GDR must, therefore, urgently search for new and the most secure raw material 
supply sources possible. 


In addition to the interest in a higher degree of raw material supply security, 
there is a further reason since 1979-80 for the GDR to look for new raw material 
suppliers. This has to do with the interest and redemption burdens for the 
credits obtained in the West, whose sweeping increase since the end of the 1970's 
has brought the GDR into great liquidity difficulties. Its purchase policy in 
regard to raw materials is thus determined, above all, by the following goal: 

It is supposed to prevent a further exacerbation of the payment problems with 
respect to convertible currencies and to contribute to the opening up of new 
sources of liquidity. In order to reach this goal, the GDR must at present 

find raw material suppliers as quickly as possible who are willing to supply it 
on credit with those fuels and primary materials which are absolutely necessary 
for the production of finished products. In so doing, supplier countries are 
being sought, first of all, which are able to offer to the GDR primary materials 
for whose acquisition it must presently make available either hard currency ex- 
change or goods competitive on the world market in the Western world market or 
in the CEMA. If the GDR succeeds in obtaining raw materials on credit, (already 
planned) currency exchange funds are freed through this change in sources of 
supply--funds which can now be used for the payment of interest obligations, can 
be utilized for other imports or for the redemption of such credits which are no 
longer being extended by Western commercial banks. As a result of its enormous 
shortage of foreign exchange, the high indebtedness to the Western industrial 
states and (after the insolvency of Poland and Rumania) its likewise decreased 
credit standing, the GDR at the present time is not able to cover its deficits 
with respect to fuels and raw materials on a preferential basis through pur- 
chases in the Western raw materials markets because it does not have the requi- 
site hard currency reserves for the required cash payment for its purchases (= 
purchase against the deposit of letters of credit with Western commercial banks) 
and credits are hardly being granted any longer. On credit, therefore, the GDR 
can at present obtain fuels, primary materials or agricultural raw materials 
only from the raw material surplus countries of the Third World. In this con- 
text it is understandable if the GDR government turns with such requests, first 
of all, to politically friendly states of this world region. 


2. The Raw Material Supply of Syria, Cyprus and Kuwait 


For Syria as especially also for Kuwait, the export of crude oil is the main 
source of income in terms of foreign exchange. As recently as 1973 the domes- 
tically-produced cotton was the main export for Syria. Since that time crude 
oil occupies the first place among exports. While in 1973 the share of crude 
oil in the total export of Syria came to only about 22 percent, almost two- 
thirds of the export today consist of oil exports. 


In the mid-1970's the oil deposits of Syria were estimated at approximately 
220 million tons. At present the proved reserves of oil are given as all to- 
gether 300 million tons. Measured by the oil reserves and the annual produc- 
tion volume (= 8.5 to 9.0 million tons per year), Syria to be sure is among 
the smallest oil-producing countries of the world. (At the present time, 


21 














Syria produces only twice as much oil from the oil fields opened up in the 
northeast of the country as the FRC from its meager oil production. 


During the years 1975-1979 the GDR purchased approximately 1 large tanker of oil 
from Syria per year (average import quantity per year = about 280,000 tons). 
(Cf. Table 6). During the same time period, the GDR purchased more than four 
times as much oil from Iraq as from Syria. § 


Table 6. Crude Oil Production and Oil Export of Syria and the Imports of Syrian 
Oil by the GDR 

















Oil Production Oil Exports GDR Oil Imports 
by Syria by Syria from Syria 
In Millions of Tons In Thousands of Tons 
1970 4.23 3.52 18 
1972 5.86 4.20 50 
1975 9.58 9.53 240 
1976 10.04 9.66 258 
1977 10.12 7.95 301 
1978 9.92 8.11 350 
1979 8.50 7.50** 268 
1980 8.50 5.00** --kkk 
1981 8.90* -- -- tke 


*To date only incomplete data are available for 1981; in part estimated. 
**Estimated; instead of crude oil, Syria exported more oil products in these 
years. 
***To date no data available. 


Sources: “Statistik des Auslandes"; Internationale Monatezahlen [Statistics of 
Countries Abroad; International Monthly Figures], published by the Statistieche 
Bundesamt Wiesbaden, 1981-1982; PETROLEUM ECONOMIST, London, January 1981; 
AUSSENWIRTSCHAFT-DDR, No 13/1981, p 6; “Statistische Jahrbuecher der DDR 1974- 
1981" [Statistical Yearbooks of the GDR 1974-1981], chapter: Foreign Trade. 


How much oil found its way from Syria to the GDR in 1980 cannot be ascertained 
at the present time. In the ‘Statistical Yearbook of the GDR for 1981" data 

are given for the first time only on the export of selected products /to/ 
Syria. On the other hand, recently data have been missing concerning what goods 
the economic leadership of the GDR has imported mostly from Syria. The official 
foreign trade statistic of the GDR indicates every year for 30 states what goods 
the GDR obtains from these countries and what products it exports there. Among 
the 30 countries accounted for, Syria is now the only country for which since 
1980 it is mo longer indicated what goods the GDR has purchased there.29 After 
Saudi Arabia and the Soviet Union, Kuwait has the third-largest oil reserves in 
the world. Im 1981 the total of exploitable crude oil reserves of Kuwait was 
estimated at about 10 billion tons, which corresponds to a share of not quite 
20 percent of the world oil reserves discovered up to now. In 1979 the oil 
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production of Kuwait attained its peak up to now with 126 million tons. As a 
result of the sharply rising oil prices, the emirate since that time has been 
able to substantially decrease production, without a significant reduction in 
the export receipts from the sale of oil to foreign buyers or even in the assets 
of Kuwait held in foreign banks. In 1981 the emirate government tonk oil pro- 
duction back to 56.7 million tons.21 


More than 90 percent of the income which Kuwait obtains through exports come 
from oil transactions. The natural gas obtained simultaneously with the oil 
production is in part liquified in the country and also exported. In addition 
to oil, Syria exports the following raw materials: Phosphate, iron ore, copper, 
natural asphalt and rock salt. Cyprus, on the other hand, meets its raw mate- 
rial exports chiefly with asbestos, chrome ore, sulphur, iron pyrite and occa- 
sionally with copper. The formerly rich copper pyrite deposits of Cyprus were 
almost exhausted a number of years ago. 


3. The GDR on the Threshold of Increased Raw Materials Imports from the Third 
World? 


lf one looks at the supply range of export goods of the GDR, on the one hand, 
and those of Syria, Cyprus and Kuwait, on the other, the two supplement each 
other. Nevertheless it is unlikely that the GDR will receive hard rawmaterials, 
which are in demand on the world market, on credit from Syria or Cyprus. Since 
Syria is deeply indebted to the Western industrial nations and also has to cope 
with enormous arrears in its deliveries to the CEMA states, this state needs 
every ton of crude oil which the domestic economy can spare to earn currency 
exchange on the world market. Without these hard currency incomes, Syria can- 
not pay for its vitally necessary imports and is not in a position to nacify 
its most obstinate creditors through intallment payments. 2 


Taking this financial situation as the point of departure, it is entirely pos- 
sible that the GDR during 1980 did not even receive the usual tanker of crude 
oil from Syria. I[f this is correct, the foreign trade statisticians of the GDR 
really had no other choice than to forgo entirely the reporting of what goods 
are mainly imported from Syria. Otherwise they could have only reported on 
what quantities of cotton tricot fabrics the GDR managed to obtain from Syria. 
in view of this foreign trade emergency situation of Syria, Honecker can there- 
fore be satisfied with the result of his Near East trip if he succeeded in in- 
ducing the government in Damascus to make assurances that in the future the GDR 
can count on a preferential reduction of the Syrian delivery debts (through com- 
modity deliveries or installment payments in hard currency exchange). 


On the basis of the export capacity of the GDR, which already now is strained 

to the utmost, it is furthermore equally unlikely that at present or in the 
foreseeable future it can purchase raw materials in the developing countries 

in grand style on compensation basis. As a result of its high delivery debts 

to the Soviet Union and the demand by the Soviet government to decrease trade 
deficits arising in the bilateral exchange of goods immediately through addi- 
tional exports, the GDR has no surplus of free reserves with respect to precise- 
ly those investment goods which are in particularly great demand in the states 
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of the Third World (which include, among others, transportation means, railway 
investment goods, machine tools and factory equipment for the textile and food 


industry). 


These very unfavorable prospects for the GDR trade with the developing countries 
are also confirmed by the paltry results of the visit of the Near East expedi- 
tion of the GDR government in the sphere of trade policy. With the completion 
and putting into operation of the last mills still under construction and the 
last still incomplete cement plant during the coming year (1983), nearly all 
larger investment projects of the GDR in Syria are coming to an end. Neverthe- 
less during Honecker's visit in Damascus not a single delivery project of this 
magnitude was newly agreed to. Besides the adoption of a routine protocol on 
the intended exchange of goods in 1983, only an “agreement between the GDR Min- 
istry for Foreign Trade and the Ministry of Industry of the Syrian Arab Repub- 
lic concerning a barter transaction was signed," according to GDR reports. What 
goods and services in this transaction were to be exchanged on compensation basis 
between the two states, was not announced. But even the sterile official an- 
nouncement illuminated like a strong light the desolate state of the present 
trade relations between the GDR and Syria. Instead of settling the import and 
export of goods in US dollars, as prescribed by Article 5 of the trade agree- 
ment now in effect, the two states, in violation of the agreement, contracted 
an exchange of goods and services on compensation basis in the case of the only 
larger trade transaction which came into being during the visit. This proves 
that, as a result of its own currency exchange difficulties, the GDR is no lon- 
ger willing to extend further commercial credits to Syria. Syria will be sup- 
plied only if the GDR receives without delay the desired goods or hard currency 
exchange for its goods and services. 


In line with the already depicted weakness of the GDR in regard to its foreign 
trade capacity, the visits of Honecker in Cyprus and Kuwait also took place 
without sensations in trade policy. Both times the government delegation de- 
parted without taking home a large-scale export agreement. 


Two days after the return of Honecker from the Near East, Guenter Mittag re- 
ceived the president of the State Industrial Bank of Kuwait, Anwar al Nouri, 
for “an exchange of views on the economic cooperation between the GDR and the 
state of Kuwait."*4 Should Mittag have succeeded in gaining one of the largest 
petro-dollar banks in the world as the future financier of the GDR, Honecker's 
Near East trip would have been successful after all even from an economic 


standpoint. 


NOTES 


1. Cf. “Statistisches Taschenbuch der DDR 1982" [Statistical Pocketbook of the 
GDR for 1982], p 100. 


2. Cf. for documentation the "Statistische Jahrbuch der DDR 1982" [Statistical 
Yearbook of the GDR for 1982], pp 231 ff. 


3. Cf. ‘Statistical Yearbook of the GDR for 1982," p 231. 
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10. 


ll. 


12. 


13. 


14. 


Cf., e. g., NEUES DEUTSCHLAND, 20 September 1978, p 6, 30 September/1 Octo- 
ber 1978, p 6, 13 December 1978, p 6, 22 January 1980, p 6, 6 May 1980, p 3, 
14 November 1980, p 2, 9 January 1981, pp 6-7, and 7 January 1982, p 6. 


Cf. the text of the “Long-Term Trade Agreement Between the Government of the 
GDR and the Government of the Syrian Arab Republic", in: DDR-AUSSENWIRT- 
SCHAFT, No 26, 25 June 1975, Supplement, as well as the text of the agreement 
on the regulation of the payments transactions between the two states, ibid. 
See also the text of the trade agreement between the GDR government and the 
government of the republic of Cyprus in: DDR-AUSSENWIRTSCHAFT, No 34, 1978, 


Supplement. 


Cf. for documentation the trade statistics published by the UN in UN: MONTH- 
LY BULLETIN OF STATISTICS, No 8, August 1982. 


See,on this point, the "Statistical Yearbook of the GDR for 1981", p 235. 


Cf., e.g., “Mill Construction Program a Point of Emphasis," in BAUERNECHO, 
Berlin (East), 9 October 1982, p 4, and W. Hoffmann, "Proven Partnership 
Between GDR and Syria. (Milling Industry Strengthens Economic Independence)," 
in NEVES DEUTSCHLAND, 7 January 1982, p 6. 


On the type and scale of GDR participation in the industrialization of Syria, 
see, e. g., the following GDR reports: W. Hoffmann, "Cooperation on Firm 
Basis. Diverse Economic Relations Between GDR and Syria," in NEVES DEUTSCH- 
LAND, 20 September 1978, p 6; W. Hoffmann, "An Example of Traditionally Good 
Cooperation. Further Cement Installations from the GDR Turned Over to 
Syria," in NEUES DEUTSCHLAND, 22 January 1980, p 6; "GDR-Syrian Arab Repub- 
lic: Continuous and Dynamic Relations," in HORIZONT, No 11, 1980, pp 3-4; 
W. Hoffmann, “Syria Electrifies Additional Areas. Successful Cooperation 
Between the GDR and the Syrian Arab Republic Is Being Continued," in NEUES 
DEUTSCHLAND, 9 January 1981, pp 6-7; G. Blutke, "Guest Land Syria: Farewell 
to the Oil Lamp," in NEVE BERLINER ILLUSTRIERTE, No 43, 1982, pp 4-7. 


Cf., on this point, W. Hoffmann, "Syria Strengthens Leading Role of the State 
Sector. (Close Cooperation With the GDR in the Development of Industry)," 
in NEUES DEUTSCHLAND, 13 December 1978, p 6. 


Cf. NEUES DEUTSCHLAND, 15 October 1982, pp 1 and 2; supplementary informa- 
tion on this point: NEUES DEUTSCHLAND, 11 October 1982, pp 1 and 4. 


Opposite number on the Cypriot side was the minister for industry and trade 


and on the GDR side--Gerhard Beil, member of the Council of Ministers and 
state secretary in the GDR Ministry for Foreign Trade. 


Cf. NEUES DEUTSCHLAND 16/17 October, 1982, p 1. 
Cf. for documentation also NEUES DEUTSCHLAND, 16/17 October 1982, p 6. 
The creation of this joint committee was agreed to on 25 November 1974 on 


the occasion of the visit of the then chairman of the GDR Council of Min- 
isters, Horst Sindermann, in Kuwait with the government of the emirate. 
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Since mid-1975 the GDR has concluded merely 1 new agreement with Kuwait. 
In April 1982, both sides signed an agreement on cooperation in the area 
of health care and social affairs. 


Cf. NEUES DEUTSCHLAND, 18 October 1982, p 3. 


At the “Technical Days of the GDR", held for the first time in Kuwait in 
April 1982, too, the GDR industry presented a multitude of instruments of 
medical and laboratory technology, as well as technical teaching aids of 
all sorts. 


Cf., on this point, by way of supplement, the contribution of E. Kaschel. 
“Support of the Public Health Care System in Developing Countries--a Point 
of Emphasis of the Juvint Assistance by the GDR," DEUTSCHE AUSSENPOLITIK, 


Berlin (East), No 4, 1981, pp 49-60. 
Cf. "Statistical Yearbook of tne GDR for 1981", p. 243. 


Cf. for documentation "Statistical Yearbook of the GDR 1981", p 248, and 
the 1980 edition, p 248. 


Cf. the series “Statistik des Auslandes. Internationale Monatszahlen" 
[Statistics of Foreign Countries. International Monthly Figures], pub- 
lished by the Federal Statistical Office, Wiesbaden, 1982, p 21. 


Cf. for documentation also the graph "The Czechoslovak Trade With Selected 
Developing Countries," DER AUSSENHANDEL DER TSCHECHOSLOWAKEI, No 8, 1982, 

p 47; see, by way of supplement, on the Syria trade of the CSR the articles 
“For 25 Years the Refinery of Hom in Operation,” ibid., pp 21-22, and J. 
Rohlera, “The Largest and Most Modern Sugar Refinery of Syria," ibid., 

pp 33-35. 


Cf. NEVES DEUTSCHLAND, 15 October 1982, p 2. 


Cf. NEVES DEUTSCHLAND, 22 October 1982, p 1. 





GERMAN DEMOCRATIC REPUBLIC 


STATE ORGANS’ TASKS FOR 1983 ECONOMIC PLAN OUTLINED 
East Berlin NEVE JUSTIZ in German Vol 37 No 3, Mar 83 pp 86-91 


[Article based on excerpts from a paper by Werner Krolikowski, member, SED 
Central Committee Politburo; first deputy chairman, GDR Council of Ministers; 
delivered 2 February 1983 to the faculty and students of the GDR Academy of 
Political Science and Jurisprudence, Potsdam-Babelsberg: "Tasks of State 
Organs in Implementation of SED's Economic Strategy"] 


[Text] The socialist workers and farmers power bears a high responsibility 

to the implementation of the working class party policy as decided on at the 
10th SED Congress. With the further progress of our socialist society and 
under the conditions of the exacerbation of the international situation, 
demands are growing that are being made on the socialist state in its entirety, 
on the central and local state organs, on the science institutions and on each 


and every state functionary. 


The fifth SED Central Committee session, especially the authoritative con- 
cluding speech by Comrade Erich Honecker, general secretary of the SED Central 
Committee, brought out, on the basis of an analysis of what has been accom 
plished, the fundamental tasks for the further shaping of the developed social- 
ist society in the GDR under the conditions of the intensified struggle between 
socialism and imperialism. The Central Committee unanimously ratified the 1983 
national economic plan, which the People's Chamber of the GDR turned into law 
on 3 December 1982, and which now has become the centerpiece of the activity 

of the Council of Ministers and of all official organs in implementation of 


the economic strategy. 


By means of the 1983 national economic plan we are placing high tasks upon us 
in carrying on the proven policy of the 10th SED Congress for the strengthening 
of socialism and the good of the people. Higher requirements for a creative 
management activity level derive from it for all official and economic organs. 
What matters, after all, are higher achievements in the first two years of 
the five-year plan primarily by an all-inclusive implementation of our inten- 
sively expanded reproduction, a characteristic feature of the economy in the 
developed socialist society. 


What are the targets and tasks on which the 1983 national economic plan is 
based? 
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First: Its overall conception is governed by the resolute implementation of 
the 10th party congress resolutions. The key problem lies in ensuring funda- 
mental improvements in the cost/benefit ratio and using what we have more ef- 
ficiently. Intensively expanded reproduction must determine all the work of 
the official and economic organs and of all combines, enterprises and LPG's 


in implementation of the plan. 


Second: The planned economic growth depends on making scientific-technical 
data economically effective as fast and broadly as possible. The task there- 
fore is to raise the objectives for scientific-technical achievements, ef- 
ficiency, the€nergy and materials economy, the most rational use of investments 
and the utilization of available assets above and beyond the targets set down 


in the five-year plan. 


Third: Production and the national income have to be increased with fewer 
energy sources, raw materials and material in absolute figures. Specific 
consumption is to be reduced by 9 percent. That calls for profound changes 
in the technology in the manufacturing processes, the production profile and 
the foreign trade structure. 


Fourth: A crucial connecting link for meeting the ambitious goals of the 1983 
plan is the further deepening of the GDR's socialist economic integration with 
the USSR and the other countries in the socialist community, especially the 
joint solution of tasks coping with scientific-technical progress. The accords 
concluded on it are an integral part of the plan. They also create the pre- 
requisites for an ever better integration and linkage among our economies. 


Fifth: In harmony with increasing productive achievements as such, the 1983 
national economic plan is aimed at ensuring the high material and cultural 
standard of living the people have achieved and to improve it step by step, 
and at preserving our people's status of public ownership implying full em- 
ployment, educational opportunities for all, reliable prospects for one's 
work and in society, and all other elements of social security. The housing 
construction program continues to be implemented with purpose. We also con- 
tinue our policy of stable consumer prices for everyday-need commodities and 
of low rates for transportation and services and rentals. 


Scientific-Technical Progress--The Chief Economic Growth Factor 


Successfully coping with scientific-technical progress and its economic, 

social and intellectual-cultural effects has more than ever become the central 
issue in the confrontation between socialism and imperialism on a global scale. 
That places in the center of the work gf all official and economic organs the 
speed and level of coping with the requirements of the scientific-technical 
revolution and the increased labor productivity in implementation of the SED 


resolutions. 


As experience has shown, on all economic levels it must be seen to it more 
that newly developed products embody throughout a high level of intrinsic 
value, quality, efficiency and, not last, are highly lucrative in terms of 
foreign exchange. We definitely need more top products and, linked with then, 


a higher economic efficiency. 
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Inventiveness in research and technology has become one of the crucial prere- 
quisites for meeting the dynamics of scientific-technical progress, coping 
with the time economy in the economy, and prevailing successfully on the 
international market. Everywhere, objective and subjective conditions must 
be created through which the GDR's considerable intellectual and material 
potentials are converted into such unique scientific-technical results as 
will permanently establish economic top achievements and time gains in pro- 
duction and on the world market. 


In implementation of the fifth Central Committee session, all ministries and 
combines must draw more ambitious inferences than before concerning the crea- 
tive utilization of the available scientific-technical potential. That in- 
cludes structuring research conceptions, in conformity with the rapidly ad- 
vancing scientific-technical requirements, so that top achievements for long 
range are attained in briefer time spans and at large volumes. Already in 
the basic research requirements and in the official duty records for the new 
and further development of economically important technologies and products, 
a thrust into technological virgin territory must get top billing. Of high 
value to the full utilization of the scientific-technical potential is the 
training that instructs in inventiveness which the Chamber of Technology has 
organized together with combines and enterprises. There we have to have an 
efficient organization everywhere for training scientific-technical personnel 
and for rapidly advancing toward top achievements. 


For a comprehensive implementation of the socialist performance principle in 
R&D the scope, level and economic outcome of inventions must play a crucial 
role for which no other criteria can substitute. More attention should be 
paid to that in the management activity of the ministries, the bezirk coun- 
cils, the combines and all enterprises. Nowhere should one permit dodging 
the implacable comparisons with world standards. 


Seeking High-Grade Products 


The 1983 national economic plan contains the task to raise "Q" quality seal 
industrial output by 16 percent over the 1982 figure to M 71.5 billion. 
Considering that the criteria for awarding the "Q" quality seal are applied 
without compromise, the outcome of the successful implementation of the 
economic strategy must be reflected in the products, as through a prism, 
and the contribution to the national income contained in them must be es- 
pecially large. From that vantage point, official organs have to check and 
see more strictly than they have done how in implementation of official 
commissions, of the tasks in the science and technolog, state plan, and of 
the combines’ science and technology plans, the contest for the "Q" quality 
seal is being conducted and the tasks assigned by the nitional economic plan 
are realized with high economic efficiency, mainly also how much of a time 
gain they provide for solving our economic tasks. 


Experience in the implementation of the 10th party congress resolutions in- 
dicates that the targeted struggle for top products and for achieving the 

"Q" quality seal has to be coupled with ensuring product quality in all 
enterprises throughout. That starts, by means of cooperation, in the raw 
material producing areas and ranges through the production of semifabricates, 
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Ssemifinished products and ancillary commodities, all the way to the end pro- 
ducts. Ensuring quality at the whole range of the economy is emong the most 
important factors by which to guarantee a stable output and for reducing pro- 
duction consumption, basic as it is to the economic plan, because that can 
save material, working hours and costs at a considerable scope. Along with 
it, strictly enforcing the quality guarantee system in all enterprises is an 
indispensable condition for ensuring the sales of the products on the foreign 
markets. 


A recent test of the quality trend in selected combines has led to important 
conclusions from which general rules can now be drawn. I should like to 
refer to some of them at this point because they are more than ever part 

of the central official management effort on all levels: 


First, all combines must provide the highest possible refining of all available 
energy sources and raw materials which establishes a high material economy level 
throughout the economy, in product qualities and, not last, national income 
gains. 


Second, all combines must establish conditions for a 100-percent end and 
shipping control for export deliveries. At the same time, the quality guaran- 
tees for ancillary commoditions must be raised onto a much higher level both 
within the industrial sectors and among then. 


Third, regulations for remuneration for quality production must be consistently 
applied on every job, and more must be done with public issue-taking over 
deficient quality production in every enterprise. "My Pledge for My Product” 
is and remains a relevant slogan for further strengthening our republic's 
economic capacity. 


IncreasedLabor Productivity, Socialist Rationalization and Investment Activity 


At the fifth Central Committee session, Erich Honecker madethe point that 
“increased labor productivity is the first and foremost issue." Essentially, 
it is a matter of improving the efficacy of live and embodied labor. That 
conforms to the time economy law discovered and formulated by Karl Marx. Its 
importance to socialism keeps increasing. Ultimately, increased labor produc- 
tivity is the most important source for economic growth and the national in- 
come. A crucial role here is played by socialist rationalization, which has 
to be brought to realization in its complex connections from scientific labor 
organization via the modernization of available basic assets and their per- 
fection by means of microelectronics and robots, all the way to enterprise 
cooperation on a high scientific-technical level. In an increasing number of 
combines, labor productivity has to be raised faster than production. 


Proceeding from these basic positions, the use of industrial investment funds 
must most effectively be aimed at production rationalization. It means making 
economically important scientific-technical labor data effective more rapidly 
and realizing progressive technologies, saving working hours and material and 
raising the efficiency of eocnomic processes. In all industrial sectors, 
rationalization conceptions must more expertly be applied. 
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Every mark invested must yield a higher performance growth. General repair 
and maintenance also have to be focused more than thus tar on modernization 
and on an improved capacity and working life of the basic assets. Especially 
for the sake of that, the work on the development of the construction of means 
of rationalization has to be carried on with greater vigor. 


A strengthened construction of means of rationalization must accelerate the 
reconstruction and modernization of production, which includes creating 
automated technological lines, production sectors and high-priority produc- 
tion complexes in enterprises. There we also have to establish the conditions 
that will increase labor productivity faster than the technical equipment, 
which includes a more effective use of robots in all sectors. 


That is one of the important tasks the official and economic organs should 
address more vigorously and effectively because it belongs to the elemental 
requirements for enforcing an intensively expanded reproduction. 


The greatest attention also must continue to be given to preparing and imple- 
menting investments. No curtailment must be allowed of the objectives in 
basic decisions on important investment projects. Every official and economic 
manager must start from this basic principle: fE&fore one talks about invest- 
ments or about enlarging the aggregate of basic assets, one must be perfectly 
clear about an effective and multi-shift capacity utilization of the funds, 
because that is the first and foremost accumulation source and the one that 


is least expensive. 
Highest Demands on Materials and Energy Economy 


A cardinal task of the 1983 national economic plan lies in ensuring the planned 
economic growth with fewer raw and working materials, in absolute figures, 

than in 1982. The reduction of the specific production consumption has to 

be carried on at a broader scope. 


Practice has shown that we have still great possibilities for making essential 
savings if the proper use is made of modern science data. For metallic working 
materials they have to be achieved mainly by improving the input/output ratio 
for newly developed products, introducing material-saving procedures and inm- 
proving product quality and reliability. 


Ambitious goals also have to be met in the field of energy consumption. Through 
scientific-technical measures also calling for energy source substitution, sa- 
vings are to be achieved at an equivalent of 15 million tons of raw brown coal. 
Carburator and diesel fuele must also be used with greater thrift. That calls 
for consistently optimizing transports by shifting from road to rail and *o 
waterway transportation. 


The demanding program for ensuring the economy's energy supplies under the 
altered conditions of the 1980's and for decisively improving the energy eco- 
nomy makes the highest demands on managerial staffs both in the central and the 
local state organs. We must tighten our supervision on the consistent implemen- 


tation of all energy economy measures. 
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Steadily supplying the economy with energy and raw materials calls for a high 
degree of order, discipline and flexibility in the materials and supply economy. 
The basis for it are the standards and norms in line with the new economic re- 
quirements and the possibilities of science and technology. 


Starting with the beginning of the year, all combines, enterprises and insti- 
tutions have to abide by, and possibly stay below, the contingents and alloca- 
tions and che standards for energy, material and packaging material consumption 
and for the supply economy, as stipulated by the plan. That requires that the 
ministries implement measures aimed at a consistent application and constant up- 
dating of these standards. The most advanced international level has to serve 
as the yardstick for it. Unjustified material consumption disparities among 
combines and enterprises have to be eliminated as rapidly as possible. 


The state organs and general directors of the combines must, as soon as the year 
begins, devote their greatest attention to materially and technically ensuring 
the production. In conformity with planned sales, production must always be 
ensured. That calls for a full and skillful exercise of balance-sheet respon- 
sibility by the ministries and combines and for a high degree of operational 
assistance, especially for enterprises that have to come up with higher pro- 
duction achievements though their material assets are much reduced. 


Among the official and economic organs’ basic tasks is to accelerate the pro- 
cess of an uninhibited utilization of secondary raw materials in all sectors. 
What counts here in particular is the following: 


First, more efforts are needed to ensure the planned use of those secondary 
raw materials on which, there being no other alternative, the perf>: aance 
development of a whole number of economic branches crucially depends. 


Second, the collection of secondary raw materials has to become much more 
expert all around. The local state organs have the important job here to 
see to it that collection spots are set up. 


Third, the whole management, planning and inducement in the secondary raw 
materials economy must more consistently be organized. Without exception, 
all economic enterprises and institutions must increase their contributions 
to collecting, recycling and reusing secondary raw materials. Residential 
areas must make provisions for it. Enterprises must resolutely continue 
their disposing of no longer usable machines, equipment and tools. Handling 
precious-metal containing scrap and its reprocessing must be organized and 
responsibly directed in all enterprises and combines in such a way that a 
complete reuse of the precious metal is assured. That also holds true, in 
the terms in which it applies, for recycling raw materials from industrial 


runoff. 


The state organs must analyze the status achieved in the implementation of 
the resolutions on the collection and reuse of secondary raw materials. In- 
ferences are to be drawn that are needed for ensuring the 1983 plan fulfil- 
ment and, above and beyond that, for greatly boosting the collection and 
utilization of secondary raw materials and waste products. 
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Purposeful Implementation of the Housing Construction Program 


The locally managed construction industry bears a great responsibility for 
carrying out the housing construction tasks as set down in the national eco- 
nomic plan. One must ensure the unity of new construction, modernization and 
preservation of housing continually and with a favorable cost/benefit ratio. 
In seeking to reduce the costs in the housing construction program, one will 
have to develop and apply project solutions and technologies that are reason- 
able in costs for urban sites, using prefab techniques to the fullest. 


Strictly abiding by official allocation norms and reducing the specific con- 
sumption of building materials call for organizing the work more consistently 
in all bezirks and combines with respect to optimum values and the progressive 
norms of material consumption. 


In implementation of the resolutions of the fifth session of the SED Central 
Committee, the 1983 plan is atmed more at the preservation and moderniza- 
tion of extant housing. For increased speed in this sector, a rapid perform- 
ance development of the kreis-managed building industry is of crucial importance. 
It is necessary to construct in these enterprises efficient technological 1 nes 
for the standardized methods in repairing roofs, chimneys, facades, the draining 
of structures and the modernization of the kitchen/bath/toilet area. 


It is imperative for the bezirk and kreis councils resolutely to gage the 
kreis-managed building enterprises against optimum criteria and thereby bring 
about--while involving the building trade-—-a high performance improvement in 
building repair. 


The Tasks of Socialist Agriculture 


The 1983 national economic plan assigns important tasks to agriculture in en- 
suring stable public food supplies and industrial raw materials. Part of what 
is required here is to do away with unjustified performance disparities in 
agricultural enterprises operating under comparable conditions ami to tap the 
reserves found therein to a high degree and, mainly, wach faster. Agricultural 
management activity, therefore, starting with the minis*ry and all the way to 
each and every LPG, must resolutely be aimed at drawing general rules from the 
best experiences, particularly in the following sectors: 

--increasing hectare yields in grain, potatoes and sugar beets, and improving 
soil fertility; 

--tapping fodder reserves to carry out livestock production and cattle stock 
reproduction on the basis of their own fodder supplies; 

--applying scientifically sound and practically proven normatives for the 
utilization of fodder and the stocking and composition of it; 

--in cattle and hog breeding and the reduction of animal losses; 

--in improving the availability and working life of the equipment available 

and abiding by the most favorable agro-technical deadlines; and 

--in increasing the fruit and produce yields, and thus their own responsibility 
for supplying the population. 
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Proceeding from the resolutions of the fifth SED Central Committee session, 
agriculture management has the following priorities to deal with: 


First, more has to be made, at a broader range, of scientific-technical pro- 
gress as the most important source for yield and performance improvements and 
for improving the cost/benefit ratio. Many LPG's and VEC's do use scientiiic 
data in working according to maximum yield conceptions for every acreage and 
maximum performance conceptions for all stables. Practice has shown that when 
scientific data about increasing soil fertility and exploiting the genetic po- 
tential of the various fruit varieties are strictly used, coupled with ob- 
serving the most favorable agro-technical deadlines and a sound quality of 
labor, yields can be boosted within brief time frames. 


Bezirk and kreis councils must now--together with the cooperative farmers-- 
thoroughly analyze and rapidly generalize the experiences in the work with 
acreage-related maximum yield conceptions and with maximum performance con- 
ceptions for all stables. 


Second, we must fulfil the task assigned by the 10th party congress to achieve 
a higher performance in the stables, mainly by increases in one's own fodder 
production, a significant improvement in the fodder economy, and exemplary 
work in the maintenance, care, feeding and fostering of animal stocks. Here 
one has to generalize without delay valuable experiences on how through close 
cooperation between crop and livestock production all fodder reserves can be 
tapped, how thereby animal stocks can be taken care of to a higher extent and, 
through the mobilization of all reserves, the link-up with the next harvest is 


ensured. 


Third, reserves also have to be tapped by applying the best animal breeding 
and care methods. Especially for calves and piglets the breeding results must 
be improved. We must resolutely counter the still too high animal losses. 
This is linked, first and foremost, with effective political-ideological work, 
with short-term t.aining for breeders, and with ensuring enough livestock feed 
for the stocks and its reproduction. In implementation of the resolutions 
passed on it, the work of the official organs is to be aimed at employing more 
animal keepers, especially milkers, improving the health protection and labor 
safety in livestock production, getting improved veterinary care, accelerating 
the rationalization of the stables, and improving the material recognition of 
animal keepers for good work done. 


Fourth, it is a matter of boosting fruit and produce production. Greater ef- 
forts have to be made in ail bezirks toward organizing public supplies in 

fruit and produce from one's own production and greatly increasing the 

variety of fruit and vegetables available. Considering that when there is a 
great self-supply, losses due to spoilage of fruit and vegetables under storage 
can be significantly reduced and much shipping can be avoided, it underscores 
the great economic importance of this task still more, a task which calls 

for a high degree of initiative from all communities. 





Deepening Socialist Economic Integration 


The further planned shaping of socialist economic integration with the USSR 
and the other CEMA member countries is and remains the crucial precondition 
for stable development in the GDR, for its economic growth and the further 
successful continuation of its main task policy. On the basis of the GDR- 
USSR production specialization and ‘cooperation program till 1990 and based 
on numerous governmental and ministerial accords, the entwining of the econo- 
mies in our two countries is becoming deeper and more perfect, and that 
raises our capacities exponentially. To a larger extent still, in implemen- 
tation of this program, we are aiming our common efforts at the development 
of science and technology and the introduction of modern technologies in 
industrial and agricultural production. 


Many accords range from R&D via raticnalization, intensification and recon- 
struction down to reciprocal deliveries. There are many examples for how we 
first did research together and then together organized our production, 
whereby new foundations were laid for mutual trade. 


Circa two-thirds of our foreign trade is transacted with the USSR and other 
socialist countries. It lends high stability to our plans and makes us in- 
dependent of political and economic blackmail designs of imperialism. With 
it, there arises the task from that accurately to live up to the obligations 
assumed in the accords and treatic: and to work in such a way that the 
planned development of our socialist partner countries is ensured by our 
supplying our products punctually and proper as to qualities, all part of 
our national economic plans. 


That position must be given full prominence in the management activity of each 
ministry, combine and enterprise. Ideological clarity must manifest itself 
in a consistent and successful effort toward fidelity to treaties. 


The further deepening of socialist economic integration is a characteristic 
feature of developed socialism, the importance of which to socialist con- 
struction is constantly growing in all CEMA member countries. 


The fine achievements of our economy offer great opportunities for expanding 
trade and economic relations with the countries in the nonsocialist economic 
region. An important task the official and economic organs have is constantly 
to keep in harmony the work of foreign trade and the development of export 
production with the world market requirements. We champion the development 

of open world trade based on equality and mutual advantage, noninterference 
and sovereignty of the partners involved. Of course, we just as resolutely 
oppose any attempts at blackmail and boycott measures against economic co- 
operation. 


Stable Public Supplies 


Based on the growth of productive achievements, the task has been assigned 
to go on and ensure and expand the public supply level attained in spite of 
the more intricate foreign economy conditions. 
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This places highest demands on consumer goods production. This, after all, is 
a matter of ensuring, by means of available material funds, supplies in basic 
commodity needs at adequate volumes while expanding the supplies of high-grade 
technical consumer goods which will satisfy public needs. That calls for tap- 
ping further internal reserves to boost consumer goods production in implemen- 
tation of the 1983 national economic plan, and that also includes the combines 
that produce the means of production. 


Each ministry and each combine has to make a decidedly larger contribution to 
further improving the stocks of goods for public supplies. That is the mission 
from the fifth SED Central Committee session, and on that the management ac- 
tivity in the ministries and by the general directors of the combines must 


focus much more. 


The government has given us the mission to aim scientific-technical work in 
the combines that produce the means of production much more at the development 
of new consumer goods and at the expansion of those that already are in pro- 
duction. This task of course applies fully to the sectors and enterprises in 
the consumer goods industry as well. 


In line with the law on the local people's representations and their organs, 

the bezirk councils bear the full responsibility for territorial provisioning. 
The basic management supply task on the basis of the 1983 plan lies in employing 
the commodity funds in such a way that our increasing economic performance 
capacity also becomes apparent to the population throush the goods offered in 
trade in all territories. With respect to this we must consider that, whatever 
types of goods are concerned, concentrated as well as territorially multi- 
faceted supplies are offered, especially for basic needs. 


The provisioning process must be managed rigidly and with discrimination and 
foresight. That starts with the Ministry for Trade & Supply and extends all 
the way to the kreis councils. Precise information must be ensured at all 
times, and decisions have to be made where necessary on ensuring supply sta- 
bility over the short range. The bezirk councils’ high responsibility of 
their own is underscored by the fact that 80 percent of the supplies in foods 
and luxury items, i.e. above all the supplies in meat, milk, dairy products, 
bread and bakery goods, beverages, fruit and vegetables and potatoes will 
primarily be affected directly--and partly even exclusively--by territorial 
or even local production. 


The direct responsibility of the bezirk and kreis councils lies in that they 
manage on a day-by-day basis the planned production of agricultural products 
and the production of basic supplies in conformity with the commercial pro- 
visioning plans. That also calls for making the work of the supply commissions 
more expert; they have the job to exercise controls, carry out necessary co- 
ordination and enforce the competent specialized organs’ full exercise of 


responsibility. 


A steady flow of consymer goods for the population and making these goods 
available according to plan also demand of each bezirk and kreis rigid of- 
ficial controls on the bezirk combines and production enterprises which are 
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the sole producers of important assortments of basic necessitie+, and this 
regardless of their formal accountability. What matters is to realize the 
established production plans for industrial consumer goods in accordance with 
the plan and in conformity with contracts and to tap further reserves for in- 
creasing the output in finished goods for supplying the population. 


Growing Responsibility by Central and Local State Organs in the Implementation 
of the Economic Strategy 


The centerpiece of state management activity is implementing the economic stra- 
tegy as decided on by the 10th SED Congress. 


The Council of Ministers and the central state organs have the obligation to 
ensure stable and dynamic economic development, on the basis of the directive 
and under SED leadership, to manage the planned development of the productive 
forces, and to expand the socialist production relations. They are respon- 
sible for organizing comradely cooperation and mutual aid, for developing the 
working people's socialist cooperative work, and for raising their educational 
and cultural level and their sense of socialist responsibility. 


An important form of preparing and conducting economic plans, we have found, 

are complex territorial conferences. They are held annually in the bezirks 
under the direction from members of the government. The first secretary of 

SED management takes part, and so do the ministers and heads of central state 
organs and the chairmen and members of the bezirk councils. It is the task of 
these complex conferences to run a trial balance for the official economic tasks 


and tap performance reserves. 
From this, state management activity realizes the following: 


(1) The most important point of departure always must be a critical analysis 
of the status reached in plan fulfilment and performance development, measured 
against optimum performances. Without a party-minded assessment, smugness will 
reign and no adequately militant position is obtained for solving the tasks. 


(2) The overall social requirements for the scope and speed of production de- 
velopment in all economic sectors must be translated into creative activities 
by the management organs and enterprise collectives. Here it is necessary to 
proceed consistently from the steadily rising requirements of the 1980's and 
to work out concretely, and apply tenaciously, the appropriate measures for 


implementing the economic strategy everywhere. 


The Council of Ministers, or its presidium, regularly takes a position on the 
basic issues in the implementation of the national economic plan anc the develop- 
ment of specific economic branches and combines and takes the necessary decisions 


on ensuring all-round plan fulfilment. 


Higher efficiency is in this context of crucial importance. That attaches an 
ever increasing role to a greater efficiency of economic cost accounting. It 
is important to meet in every way the material and financial objectives of the 
national economic plan by economic coercion and incentives for dealing with the 
funds in the enterprises. It is also an important task for further developing 


economic law. 
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An important field of action for the state organs, in implementation of the 
economic tasks, lies in studying and generalizing the best experiences. In 
the last 2 years alone, e.g., the ministerial council took positions on 12 
reports from bezirk and kreis councils on various aspects of their work and 
passed resolutions on generalizing good experiences. One may but refer to 
the Glauchau experiences with rationally organizing freight transports, the 
Sondershausen model for efficient communter traffic, the results the city of 
Cottbus had in enforcing a high energy economy, and the experiences of Nebra 
Kreis in reducing fuel consumption in agriculture. 


The SED, in comradely cooperation with the friendly parties and organizations 
united in the democratic bloc, attributes increasing importance to the local 
state organs as links in our strearlined socialist state power. It signifi- 
cantly depends on their activity how extensively the economic strategy of the 
10th party congress is brought to realization in the plan implementation in 
all sectors and territories. We gage the result of their work by the contri- 
bution they are making, through creating territorial prerequisites, to the 
fulfilment and targeted overfulfilment of the plans in the combines, enter- 
prises, cooperatives and institutions, by the influence they exercise on the 
tapping of all local reserves and by their steadily improving the citizens’ 
working and living conditions, especially their housing conditions. 


High demands on the management activity of the local state organs are made 
mainly for a disciplined plan implementation in their own sphere of respon- 
sibility, in the combines, enterprises and industrial facilities, the building 
trade, agriculture, forestry and the foodstuffs industry, transport and trade, 
and also the nonmaterial sectors that are directly accountable to them. On 
the management quality of the local state organs and their exercising their 
full responsibility for the areas under their immediate jurisdiction mainly 
depends the extent to which the expectations of the working people with re- 
gard to a planned development of commerce and provisioning, services and re- 
pairs, communter traffic, health care and social welfare, culture and sports 
are satisfied, and order, discipline and cleanliness mark more and more the 
appearance of towns and communities. 


The tasks to be solved by the local stete organs in the continued shaping of 
the developed socialist society call for an ever broader involvement of the 
work collectives, the citizens in the residential areas and other social 
forces in state management on all levels. It remains an important task to 
foster with energy the citizens’ initiative of the National Front of the GDR, 
"More beautiful towns and communities--Join-in!" Simultaneously, an ever 
closer cooperation becomes necessary among the local councils and combines, 
enterprises and facilities in the territory, and between the towns and com- 
munities, to tap additional reserves for high economic performance improve- 
ments. 


Fulfilling overall state tasks according to plan calls for high state dis- 
cipline and for unified, cohesive efforts by all state organs from the center 
down into every community, on the basis of democratic centralism. This pre- 
supposes that each state functionary, wherever he may work, fully exercises 
the responsibility vested in him with initiative and a wealth of ideas. 


38 





Higher Requirements for Political Science and Jurisprudence 


In accordance with the central social science research plan passed by the SED 
Central Committee Politburo, and with the 1981-1985 research plan passed by 
the Council of Ministers, political science and jurisprudence have to meet 
important research tasks toward the further development of the political and 
legal order and an improved quality of public efficacy in state manegement 
and planning. Marxism-Leninism is to be creatively applied to that, and the 
experiences of social practice as well as the scientific insights and ex- 
periences of the Soviet Union and other fraternal countries are to be studied 


thoroughly. 


The Academy for Political Science and Jurisprudence of the GDR, which is 
responsible for the college training of state functionaries and the training 
of executive cadres in the state organs, ought to pay attention mainly to 
the realization of the following tasks: 


1. Based on the research plans referred to above, research must concentrate 
on basic developmental problems of the socialist state, the further shaping 
of the socialist legal order, and the elaboration of proposals for perfecting 


State management activity. 


The work on the further shaping of the legal order has to entail creating 
science leads for legislation, participation in the preparation of laws and 
other legs! regulations, ard an analysis and generalization of the most ef- 
fective forms of the administration of justice. 


For perfecting state management, an effective contribution has to be made to 
enforcing the best experiences and most efficient management methods in the 

state management process and to developing working methods by the state or- 

gans that are tied to the people and operative, scientifically sound, and 


rationally organized. 


2. Based on the rich store of knowledge in Marxist-Leninist political 
science and jurisprudence and their creative application and enrichment by 
the SED, sound proposals have to be elaborated that will promote and assist 
in the generalization and broad application of the best insights and ex- 
periences in state management activity. That relates in particular to in- 
sights and experiences with regard to the further successful implementation 
of the main task in its unity of economic and social policy, to the economic 
strategy the 10th SED Congress has issued, to enforcing the new quality re- 
quired for our intensively expanded reproduction to ensure the high objec- 
tives for performance development and labor productivity increases on which 
the state plans are based, and to the related tasks in making economic cost 


accounting more professional. 


The Academy's science capacities should, within the scope of the research 
complexes set down, concentrate, among other things, on the following topics: 
--an all-inclusive utilization and most efficient investment of territorial 
resources in economic performance development and its higher efficiency; 
--the state management of the housing construction program and its related 
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tasks in the increasing amount of inner-city construction, the reconstruction 
and modernization of extant housing, and the securing of building repairs; 
--the tasks of the local state organs in assuring provisions; and 

--the demands made on the complexity of state management activity resulting 
from the@er closer connection between strengthening economic capacities and 
the progress in the social, intellectual-cultural and political-ideological 


fields. 


3. We expect sound scientific data of the Academy on that the strengthening 
of state power and the spreading of socialist democracy will continue as the 
main trend in the development of the socialist state. That in turn calls for 
a consistent respect for and realization of the requirements of democratic 
centralism on all levels of state management, in all combines and enter- 
prises, exercised by each state and economic functionary. 


By strengthening democratic centralism in the management activity of the 
state organs, combines and enterprises we mean an increased exercise of 
responsibility on the overall social behalf while fully utilizing tie local 
and enterprise opportunities and conditions. The most significant guarantee 
for that is the constantly increasing participation by the working people in 
state management and planning and in the work of the people's representations 
and their councils. Great attention in this connection is warranted forthe 
development of socialist cooperative work, the encouraging of working people 
initiative, and the guarantees for their legally vested civic rights and 


duties. 


4. The Academy for Political Science and Jurisprudence continues to be rated 
on how well it meets its mission in the communist education and expert training 


of cadres for the state apparatus. 


For education and training, conveying progressive experiences in political 
practice, in implementation of the 10th SED Congress resolutions, and pro- 
viding the skills for practically solving the tasks in the development of 
our sccialist political and legal order are especially important. Academy 
graduates must be familiar with the Marxist-Leninist theory and have solid 
political science and economic knowledge and legal and managerial science 
knowledge. They must stand up in practice as unbending fighters for the im- 
plementation of the working class party resolutions, be rooted deeply in the 
working class and the people, know the cares and problems of the working 
people, and fulfil together with them the tasks in the further shaping of 


the developed socialist society. 


5. The SED Central Committee theses on the Karl Marx Year 1983 lend the 
various activities by teachers and students in the Academy further impulses 
for more deeply penetrating the doctrine of Karl Marx and its application to 
the present. All opportunities in scientific work and studies ought to be 
used to appropriate the exceedingly important and relevant insights into the 
reproduction theory, the Law on time economy, the law on the constant de- 
velopment of labor productivity, and the role of science and technology, 

to deepen them theoretically and derive from them applicable conclusions 

for state management activity. 
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VIEW OF STATE-ENTERPRISE RELATIONS PROPOUNLDED 
Budapest NEPSZABADSAG in Hungarian 15 Mar 83 p 4 


[Interview with Ferenc Kozma, member of the Economic Working Group of the 
Central Committee, by Denes Kovacs; date and place not specified] 


[Text] The solution to our growing economic worries and the discovery of 
the road to further development are subjects of sharp debate among theoret- 
ical economists and practical economic policymakers. The relationship be- 
tween state and enterprise, or plan and market, is at the center of these 
often heated exchanges. We discussed these questions with Ferenc Kozma, 
member of the Economic Working Group of the Central Committee. 


[Question] We often speak of entrepreneurship. Many think that the devel- 
opment of entrepreneurship is only possible if the state "pulls out" of the 


economy. What is your opinion? 


[Answer] The debates reflect a real problem. At least on one point they 
have made clear that if we are to master our economic difficulties, we must 
ensure greater freedom for our enterprises and greater realization of market 
relations. Under the continuing development of the economic reform, we have 
taken significant steps in this direction. The difficulty lies with those 
who hold romantic illusions about the power of market relations, who think 
that their automatic action would resolve our pressing problems. Such views 
carry a spoken or unspoken denial of the need for economic management on 

the level of the whole society; thus these people see market relations not 

as a part of the planned economic mechanism but as a substitute for the role 
of the state in macroeconomic planning and development. Those who believe 
that the “conmon good" is achieved automatically from the effects of the mar- 
ket are mistaken in two ways: not only do they forget that even in capitalist 
countries this notion has become outdated, but they also deny one of the 
greatest advantages of socialism, macroeconom’c management and organization 


by the state. 


[Question] The debate is not only characterized by such opposing viewpoints, 
though. Some who do not doubt the decisive role of the state in economic 
direction still feel that under existing circumstances, certain functions of 
the state should be somewhat modified. What is the rationale behind these 


changes? 
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[Answer] It is now generally accepted that we must move from the earlier 
type of economy, from a limited management characterized by simple adherence 
to directives and/or regulations, market-related automatisms, to a new entre- 
preneurial style of independent action, responsibility and risktaking. This 
move is also necessary to bring careful, conscientious work, technical devel- 
opment and innovative capacity into our national economy. Such activity 
first requires a significant change in enterprises" style of management: our 
enterprises must become true socialist ventures. Of course, the functions 

of the state do not remain unchanged, either. In other words, the true ques- 
tion is how can and how should work be divided between the state and the 
enterprise in this socialist national undertaking? 


It has become apparent that the state must not shoulde: the whole burden of 
direct, concrete, operational management. At the same time, the socialist 
State also represents the interests of the people. Thus our economic policy 
must recognize all possibilities and needs and must embrace tendencies and 
efforts in accordance with the interests of the national economy, as opposed 
to retrograde efforts. Its task is to coordinate and direct social regenera- 
tion along a specific course. But in critical situations, it may also be 
necessary for the state to intervene directly in enterprise management with 


its own resources, 


[Question] Now when the task of setting the economy on a new course of 
growth comes under consideration, what are the most important economic func- 
tions of the state? 


[Answer] When the state is adjusting to a new developmental period, among 
other things it must determine the primary directions of social and economic 
development, while taking into account world economic tendencies of special 
influenc. on us. Appropriately, the state must consider and deliberately 
direct technical development and monitor key developments in basic and ap- 
plied research. In harmony with the main directions of development, it must 
have an active role in investments and expansion projects so that productive 
capacities can meet expected need. It must actualize cadre policy and educa- 
tional and technical training programs in order to meet the new requirements 
of man as a factor of production. In addition, the state must not neglect 
the "backdrop" of production, that is, the development of energy supply, 
transportation, communications or the infrastructure in its widest sense. 

I could continue to name those tasks which cannot as a whole or in large 
part be transferred to the enterprises and which require rational economic 
planning and management. 


{Question} It is obvious that for "daily" tasks, a new division of labor is 
necessary between the state and the enterprises. How can entrepreneurship- 
centered economic policy manage and coordinate the v7* of enterprises? 


[Answer] Relations between the state and the enterprise in this case are 
determined by the following factors: first, the state's long-run overview 
of the main directions of social and economic development as an irreplaceable 
source of advance information for entrepreneurship even on the enterprise 
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level; second, the state‘s centralized financial resources, which are neces- 
sary for large-scale entrepreneurship; finally, the state's possession of 
economic and legal tools for the management and coordination of the enter- 
prises. Thus planning, finance and market regulation comprise a “Holy 
Trinity" for state management of enterprises. These resources infer and 
complement each other. In the relationship, enterprise shrewdness, manage- 
ment assurance and freedom of movement naturally play an extremely important 


role. 
[Question] What role does the regulatory system play in this relation? 


[Answer] The determining task of regulation and macroeconomic management, 
in the present difficult situation, is not restriction but the promotion of 
development. Even restrictions gust be subjected to this need. Thus if we 
are forced to limit our general tendency to overspend national income, it is 
improper to extend the limitation equally to all enterprises; rather we must 
limit only poorly, ineffectually operating ones. On the other hand, effec- 
tive, smoothly working enterprises must be aided and stimulated with the 
creation of the proper conditions. Enough free financial resources and 
liquidity must be available to insure their flexibility and aid their entre- 
preneurship. Further, we must oppose the threat of overregulation, so that 
it does not hinder but merely makes flexible adjustment to the new situation 
p. ssible, not just in the short run but throughout the strategic period. 


[Question] The relation between the state and the enterprise naturally can- 
not be reduced to the regulatory system: that is, the simple schema that 

the state proscribes the “game rules" of enterprise management and even entre- 
preneurship and then ensures that the enterprise follows them. I» it pos- 
sible, and necessary, that enterprise and state should be partners of equal 


rank in entrepreneurial tasks? 


[Answer] The state's entrepreneurship-oriented economic policy is also a 
part of planned management, which means an increasingly organized and a deep- 
er relation with the enterprises. It not only ensures and coordinates enter- 
prises’ entrepreneurial activity but initiates and takes part in such action 
when necessary. The enterprise can adopt an initiating role in all entre- 
preneurial projects for which it has appropriate information and financial 
and intellectual resources. If a given initiative exceeds the enterprise's 
financial capacity, the state can help with capital input. Those who par- 
ticipate in the entrepreneurial projects must assume a proportional part of 


the risk involved. 


The state cannot take the entire burden of entrepreneurship away from the 
enterprise, but in certain cases it can stimulate or initiate projects which 
are necessary for the longer-term development of the economy as a whole; 
primarily, it must be responsible for highly important investment and devel- 
opment programs. With its own resources, the state must coordinate the 
enterprises’ initiatives so that these correspond to social goals and its 
national economic plan. In addition--and this point is perhaps in the cen- 
ter of public interest today--the state must provide for an economic, 
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organizational, regulative and productive environment which permits the 
prosperity of the enterprises that are ready for wise and successful entre- 
preneurship so that they can cover the expansion and development of their 
activity through their own resources. 


In conclusion, let me say that these thoughts on the entrepreneurial state 
and enterprise not only are debatable but indeed should be debated. Surely 
the clash and clarification of opinions on the subject can significantly 
help our socialist national economy to advance on the new development path. 


9890 
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FALLING PRICES THREATEN ALUMINUM INDUSTRY 
Budapest NEPSZABADSAG in Hungarian 17 Mar 83 p 5 
{Article by Judit Kozma: "Checkmate for HAIT?"] 


[Text] Hungarian aluminum is in check: the recession in world aluminum has 
also brought about a critical situation for the Hungarian Aluminum Industry 
Trust [HAIT]. A quick countermove is thus needed to lessen the effects of 
the recession. Meanwhile, we must consider what to expect of the future 
world situation so that we can plan the next steps in time to avoid the 
checkmate and help develop the aluminum industry. 


The development of the crisis has followed its own accustomed script: pro- 
duction has become increasingly costly, while the products sell at a progres- 
sively slower rate and at a lower price. In the case of aluminum, this 
process began around mid-1980. Although we witnessed a steady growth in 
prices after 1975, in 1980 this process reversed itself. The recession has 
proven to be longer and more serious than the predictions of the time indi- 


cated. 


In an Upswing 


The recession and the steady decline of prices hit the Hungarian aluminum 
industry in the middle of an intensive development period. During this time, 
several large projects were nearing completion; these were intended to make 
significant changes in the productive structure and at the same time create 
a large export base. For example, the 2,700-ton capacity foundry at Ajka 
and the 5,600-ton foil plant were completed, while aluminum oxide production 
was increased by 80,000 tons. The new plants of the Szekesfehervar Light 
Metal Works also began production. After the running-in period, from 1985 
on, a 7-million-forint state investment will increase metal products by 65 
tons, the larger part of which will be slated for export. 


Thus while the world recession forced developed countries in some instances 
to restrict their aluminum smelting, HAIT had to increase its exports dra- 
matically. And since the honing of competition and the lack of demand have 
been most keenly felt in the semi-manufactured goods market that HAIT sup- 
plies primarily in export--strips, sheets, various molds--it is an important 
sign of success that HAIT's efforts proved productive. Both last year and 
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the year before, new matkets were found and the export of semi-manufactured 
goods was increased due to flexible adjustment to inconie--of course at con- 
stantly decreasing market prices. 


For this last reason, HAIT's profits from exports to the capitalist coun- 
tries steadily decreased. In 1980, these exports totaled $228 million; 1 
year later, they came to $160 million, while in 1982 the sum was only $120 
million. One-third of this decline was based on decreasing exports, two- 
thirds on declining prices. The latter were felt in every aspect of the 
trust's operation; because of lower export prices, domestic aluminum prices 
in 1981 had to be lowered also. At the same time, the cost of production 
increased significantly. In the past 2 years, material and energy costs 
have increased by almost 3 million forints, or 15 percent. 


Naturally, HAIT sought to lessen the recession's effects in many ways, for 
instance, by creating a price subsidy fund, reducing costs and pursuing a 
more active market policy; however, profits continued to fall quickly. In 
addition, this period saw a tightening in the national economic regulation 
System, which further decreased the trust's margin, primarily in its devel- 
opment possibilities. While the enterprise remained profitable, it became 
obvious in mid-1982 that under the existing regulations the Hungarian Alumi- 
num Industry Trust would not survive the effects of the recession. 


At least 1 million forints are necessary to keep the aluminum industry from 
backsliding. For instance, mining by its very nature requires constant in- 
puts. If exhausted mines are not replaced, bauxite extraction decreases. 

The storage of red mud, a by-product of aluminum oxide, is also an important 
problem because the existing storage space will take in only another 2 years’ 
supply at most. In the absence of new storage space, however, aluminum 
oxide production will have to be decreased. Moreover, the trust's current 
profits are barely adequate to cover old debts and cannot be extended to 
nonessential development. Thus the situation has made certain centralized 


measures necessary. 


The crisis in the aluminum industry does not mean the twilight of aluminum, 
though. The metal also goes into beer cans, cables, building materials, 
dishes, packing materials and airplanes. These varied uses insure a long 
and safe future for this advantageous metal. Besides, aluminum is one of 

the most up-to-date branches of Hungarian industry. Our bauxite mining and 
aluminum oxide production are of world quality. A significant part of alumi- 
num oxide smelting, that is, aluminum metal production, is guaranteed by the 
Soviet-Hungarian aluminum oxide-aluminum agreement. Because our domestic 
smelters have become obsolete, development will be necessary, depending on 
our finances. Still, semi-manufactured goods, foils and in small part molds 
are produced at world market quality with the most modern technology. Thus 
the Hungarian aluminum industry is still represented today on foreign markets 
and is still competitive under the given conditions. Thus the Hungarian 
aluminum industry should not be allowed to decline. HAIT has also received 
permission to use its contingency fund, accumulated from its previous high 
profits, to make the necessary improvements. 
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Surviving the Crisis 


The danger of checkmate has been averted, and the present situation of 
aluminum has been stabilized. The future, however, remains uncertain, and 
there is by no means agreement on estimations, for there are many ways out 
of the crisis. One way is to adopt a survival strategy: we should try to 
decrease costs and increase the export of semi-manufactured goods through 
higher quality and active marketing while awaiting the eventual warming of 
the market, since price increases will automatically correct the stability 
of HAIT's basic material and semi-manufactured goods production. 


The other possible solution is for the aluminum processing industries--among 
them HAIT's finished-product manufacturing subsidiaries--to produce and ex- 
port more finished goods from semi-manufactures. This way will not only 
create more uses for aluminum but also increase its value. The price of 

1 ton of semi-manufactured metal is 20 to 80 percent higher than that of 

the unprocessed block; at the same time, 1 ton of packaging material is 
over 3 times as valuable, a ton of cable can be 7 and aluminum tubing is 
almost 10 times as valuable as the basic material. 


These price ratios demonstrate the advantages of higher levels of manufac- 
turing, but the consequences must be analyzed carefully: our basic material 
production is modern, but our finished goods production is not in every 
respect. Because it is harder to increase the export of finished goods 
than semi-manufactured goods, expansion of processing is a genuine solution 
only if we can produce and sell more valuable goods on the foreign market. 
Thus the other road out of the crisis is development. 


Finished Goods Are Also a Solution 


A key question in the aluminum industry is what and how much to develop. If 
we want to be prepared in time for the warming of the market, we should se- 
lect the most important directions of development now--while future needs 
are still quite unclear. Of course there are certain factors like interna- 
tional prognoses to consider: according to these, advancement in the next 
decade in the developing countries is expected in the electrical industry, 
that is, in cable consumption; in the developed countries, vehicles, heat 
exchangers and packaging materials will be the strong areas of aluminum con- 
sumption. Naturally, the present quality of aluminum processing at home and 
the market standing of the products offer a key point of reference. 


However, we must make a sharp contrast between short and long-range possi- 
bilities. The export of building materials produced by the Metal Working 
Enterprise, for example, can be increased even now, especially in the area 
of special quality, thin-walled structures. Yet an increasingly strong 
competitor in the building industry is the steel and plastics industries, 
although they are also in crisis, which makes sudden growth of this product 
group unlikely. The situation is similar for the dishes of the Aluminum 
Products Factory: namely, in the developed countries rustproof steel dishes 
are in fashion, while the imported Teflon lining and outer enamel raise the 
price of Teflon dishes too high. 
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On the other hand, HAIT's new aluminum radiator, for instance, seems useful 
even in the long run. Im turn, energy conservation makes the heat exchangers 
of the Refrigeration Factory necessary, while the electrification programs 
of developing countries need the overhead cables of the Hungarian Cable Works. 
With respect to the future, perhaps the products of the Matravidek Metal 
Works are in the best situation: since the state of our packaging technology 
is, mildly put, deplorable, development promises most in this area. In the 
branch of industry with one of the best export possibilities, the food indus- 
try, packaging is a key to higher profits. Naturally, modern manufacturing 
machines and basic materials of appropriate quality are necessary in order 
to substitute aluminum for imported tinplate in packaging. 





These few examples illustrate that the palette of domestic aluminum process- 
ing is fairly colorful and that many possibilities are open for development. 
However, it is difficult to choose among them: we must find a solution that 
not only takes into account the existing or rationally developable facets of 
basic material production and is appropriate from both technical and market 


viewpoints but is profitable as well. 


However, the judgment of profitability is clouded by the price of aluminum; 
at least this is a main source of the conflict between HAIT and the process- 
ing enterprises. HAIT finds the domestic basic material too cheap, while 
the processors find it disproportionately expensive and see price as a major 
obstacle in the growth of their competitive ability. We cannot decide the 
question now; however, it is certain that these diverging viewpoints do not 
promote the harmonious cooperation of the material producing and processing 
industries, although we will hardly find a rational way out of the present 
situation of the aluminum industry without this cooperation. 


A fast and effective solution does not seem to be on the way. The success 
of the survival strategy depends largely on price changes in the world, while 
the success of development projects is determined by the tight financial 
situation. Truly new and state-of-the-art products can only be produced 
through the cooperation of the material producing and processing industries. 


For Faster Technical Development 


Development is naturally risky. Its success depends mainly on the accuracy 
of our judgment of ° rends and future demand for products on the world : 


market. 


In any case, internationai observations show that idleness carries the high- 
est risk: that is, that we will be left behind. For instance, under a 4- 

year development program the Porsche firm produced an aluminum body that is 
half as heavy as steel. We too deduced the obvious conclusion and now cer- 
tain types of Ikarus buses carry aluminum doors and development of new parts 


has also begun. 


The aluminum body developed by Porsche is significant beyond itself. It is 
not just a concrete product but also a drastic warning that the recession 
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and the crisis of the aluminum industry have not slowed the tempo of tech- 
nical development and innovation in the world but have increased it. Con- 
sequently, products that are changing our considerations of the aluminum 
industry are appearing on the market. We must heed this warning if we want 
the aluminum industry--always a highly developed branch of national indus- 


try--not only to avoid checkmate but also to begin an offensive in the 
future. 
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POLAND 


TROUBLED FUTURE OF MERCHANT FLEET EXAMINED 
Warsaw RYNKI ZAGRANICZNE in Polish 12-15 Mar 8 p 5 
[Article by Jerzy Drzemczewski) 


[Text] The main problem that has been weighing upon the management and 
personnel of Polish Ocean Lines for years is the modernization of the 
fleet. Unfortunately, in spite of the efforts of many years of the ship 
operator--even heiped by the mass media, including also RYNKI ZACRANICZNE-- 
the technical and tec}mological condition of the Polish liner fleet has 
been getting worse since the mid-1970's. The economic authorities of our 
country at that time were deaf to the various arguments, even those showing 
that during that period, the liner shipping service was having a favorable 
effect on the balance-of-payments of the state every year to the sum of 
250-300 million dollars, and that it worked out these dollars at about 

30 zlotys each. Even the hard figures calculated hy the NIK [Supreme 
Chamber of Control] presented in the Sejm among other places showing that 
the export of shipping services is considerably more profitable than the 
export of ships was similarly to no avail. 


The outright catastrophic state of the liner fleet is a consequence of this 
voluntaristic attitude of the government. Currently, Polish Ocean Lines 
operates 162 units with a capacity of 1,226,000 tons, not counting the 
ships chartered temporarily from outside shipowners. These ships serve 

29 lines: 13 of oceanic range, 15 for European and Mediterranean 
countries, and one transatlantic passenger liner. The tonnage operated 

by Polish Ocean Lines consists of seven of its own wits with a capacity 
of 86,700 tons, 148 ships with a capacity of 984,800 tons belonging to the 
Polish Ship Society S.A., four con-ro [container roll-on] wits with a 
capacity of 90,400 tons, which are the property of the French-Polish 
Shipping Company, and three roll-on roll-off ships with a capacity of 64,000 
tons, which are under the purview of the Spanish-Polish Shipping Company. 


For the most part, this is an outmoded fleet--both from a technical and 
from a tec*mological standpoint. Among these 162 units, there are up to 
125 conventional general cargo ships, and only 31 container ships, semi- 
container ships, and roll-on roll-off ships. The average age of Polish 
Ocean Lines ships is currently about 14 years, although at the beginning 
of the 1970's, it did not exceed 8 years. There are even 25 wits in 
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operation that are already over 20 years old, or at the eligible age for 
scrapping, and 45 ships are over 15 years old. The oldest floating unit is 
the Stefan Batory transatlantic liner, which is 31 years old. During 

the years 1963-1985 alone, Polish Ocean Lines will have to remove 46 ships 
with a capacity of 309,092 tons from operation, because of their nearly 

total physical wear and tear. Worst of all, 18 units with capacity of 108,339 
tons are expected to be written off during the current year. 


The lack of advance in the qualitative development of the fleet was a 
considerably worse occurrence than was the lack of quantitative growth in 
tonnage. For it turned out that the 1970's, and especially the first half, 
were a period of massive acceleration of qualitative changes in the world 
liner fleet. Unfortunately, this process moved very slowly in Poland. 

The delivery of seven semicontainer ships of the Franciszek Zubrzycki type 
during 1973-1974, mainly for the North American Line, and also the putting 
into operation between 1973 and 1978 of five short-range container lines 
served by container ships converted from standard general cargo ships, 
could not narrow the considerable gap that became wider with each passing 
year. 


[he putting into operation of the ship Professor Szafer at the end of 1978 
was particularly held back by this disadvantageous tendency, as was the 
operation in several-month intervals of another nine large semicontainer 
ships, with which the stage of introducing container ships on the longest 
shipping lines--the Australia and Far East lines, was begun in Polish Ocean 
Lines. However, ..¢ actual modernization of the Polish liner fleet did 
not begin until April 1980, when the roll-on roll-off ship Inowroclaw 
(7,200-ton capacity, transport capacity of 354 containers of 20-foot 
equivalent (TEU), operating speed 18 knots) sailed off from the container 
terminal in the port of Gdynia on its maiden voyage to Great Britain. It 
is unpleasant to write about this, but the fleets of other European 
countries already have had ships similar to Inowroclaw for over 10 years. 


The same kind of gap, more or less, separates the fleet of Polish Ocean 
Lines from the tonnage of other European line carriers. Only three lines 
are served by modern ships and are fully competitive versus foreign flags, 
and this concerns the following Lines: 


--The British line, on which the Inowroclaw is operated jointly with the 
British ship operator UBC [United Baltic Corporation] service by POLANGLIA. 


--The North America line, served since the end of 1981 by four container 
ships of the con-ro type: "Tadeusz Kosciusko," "Kazimierz Pulaski," 
"Wladyslaw Sikorski," and "Stefan Starzynski"--each with a capacity of 
22,600 tons and a carrying capacity of 1,417 TEU. 


The Australia Line, on which four modern third generation roll-on roll-off 
ships are currently engaged. They have a capacity of 21,300 tons and a 
carrying capacity of 1,200 containers: Poznan, Katowice II, Gdansk II, 
and Wroclaw (after March 1983). 
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It has to be emphasized that all of the aforenoted units were built during 
the course of the last 3 years by foreign shipyards: Finnish, French, and 
Spanish. The last ships built for Polish Ocean Lines by the Polish ship- 
building industry was the nost too successful semicontainer ship, the 
General F. Kleeberg, which has been operated in the service of our liner 
ship operator since March 1980. 


In 1983, the fleet of Polish Ocean Lines will be strengthened by yet another 
roll-on roll-off ship with a capacity of 21,300 tons, built in the Spanish 
shipyards in Puerto Real, in the same way as the three other units already 
under sail in the Australia line. Unfortunately, after these deliveries, 

a more than 2-year gap will ensue. For Polish Ocean Lines will not obtain 
additional ships until 1985. These will be the first units of three 
contracts concluded last year with the domestic shipbuilding industry for: 


--Eight semicontainer ships, 10,000-14,000 tons capacity each, with the 
Komuna Paryska Shipyards, with delivery schedules for 1985-1990. 


--Three container ships, 19,000-23,000 tons capacity each, with the Lenin 
Shipyards in Gdansk, with schedules for turning over for use in 1985-1986. 


--Five roll-on roll-off ships, 7,000 tons capacity each, with the Komuna 
Paryska Shipyards, with a schedule of realization during the 1985-1987 


period. 


In other words, the gap in the production of our shipbuilding industry for 
th domestic liner fleet will amount to nearly 5 years. With such a scale 

of both the needs of the national fleet (not only the liner fleet) and 

the production of the Polish shipyards, this is undoubtedly an earth-shaking 
event. This is also another attestation of the lack, up to now, of any 

kind of maritime policy in our country, and at the same time it provides 
justification for the need for the immediate adoption of such a policy. 
However, there is much that indicates that Polish shipbuilding has already 
moved away from the period of avoiding contracts with domestic ship 
operators and its strivings, frequently at any price, to export its 


products. 


Regrettably, the units contracted for by the snip operator do not satisfy 
the tonnage needs of Polish Ocean Limes by even 50 percent. Therefore, 

the enterprise management is not resting from its efforts for the supply of 
more ships. First of all, this has to be tonnage that is fully suited to 
modern high-productivity technology of transport and cargo handling, that 
simultaneously assures good economic effects during the operation itself. 
The results obtained by m/s Inowroclaw, which was one of the most profitable 
ships of the European lines division and by the Ferry Service of Polish 
Ocean Lines in Szczecin, and also, the economic results of certain routes 
of con-ro container ships in 1981 on the North America line attest to the 
fact that the investment in the development of specialized tonnage is the 
best way toward an increase in the effectiveness of the liner fleet. 
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A result of the efforts undertaken was the signing in December 1982 of two 
preliminary agreements with the Komuna Paryska Shipyards for the building 
of four roll-on roll-off ships with capacity of 13,000 tons apiece for 
Polish Ocean Lines, with delivery schedules in 1987-1989, and six regular 
semicontainer ships with a capacity of 14,000 tons apiece, with delivery 
during the 1988-1990 period. In addition to this, Polish Ocean Lines is 
carrying on discussions having as their goal the signing of preliminary 
agreements for the construction of two refrigerator ships with a capacity 
of 7,500 tons, and delivery schedules in 1986-1987, five semicontainer 
ships with a capacity of 12,000 tons apiece and delivery in 1986-1988, 

and four multipurpose ships with 11,500 tons capacity apiece and a 
realization schedule for the 1987-1989 period. Negotiations with domestic 
shipyards are also in an advanced stage on the matter of building 20 
multipurpose ships, with a capacity of 14,000 tons apiece, four roll-on 
roll-off ships with 4,000 tons capacity apiece, one rail-passenger ferry, 
one passenger ship, and one container ship with a capacity of 19,000 tons. 


It should be emphasized that the program of tonnage needs of Polish Ocean 
Lines to 1990 encompasses 79 ships with a capacity of 839,000 tons. From 
the domestic shipyards, 52 units with a capacity of 634,000 tons should be 
expected. Thus, there remains the placing of orders for the 27 ships with 
a capacity of about 200,000 tons that are lacking. If it will be impossible 
to build them in Polish shipyards, then Polish Ocean Lines will be forced 

to purchase a certain number of used specialized units in foreign countries, 
to extend the time of operating part of its fleet beyond the 20-year 

period, with the simultaneous partial modernization of it (of course, if 
technical and economic considerations permit this) to have ships built in 
foreign shipyards (on a more long-range basis, however), and to enter into 
leasing agreements with foreign ship operators, above all, on the basis of 
bare boat charter (without crew). 
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POLAND 


PIRST YEAR OF NATIONAL ECONOMIC REFORM EVALUATION 


Budapest FIGYELO in Hungarian 24, 31 Mar 83 


[Article by Karol Szwarc, Warsaw: "Polish Economic Reform, The Balance of the 
First Year"} 


{24 March 83 p 10} 


[Text] The introduction of the Polish reform could begin at the beginning 
of 1982, after the conclusion of a debate lasting more than a year and 
embracing virtually every social stratum. When evaluating the first phase 
of the reform, it cannot be considered in isolation from the proclamation of 
an extraordinary state, which was a very important formative factor in the 
situation of the country in 1982. The step of 13 December 1981 restored the 
most elementary social discipline and thus created the indispensable 
preconditions for the reform. 


Goals 


The reform of 1982 proposed changes of a type unexampled in Poland since 1949. 
The time had come to increase enterprise independence, liquidate the middle 
links of guidance, develop new organizational structures (voluntary associa- 
tions) and reform producers’ and consumers’ prices and the financial system 
of the enterprises. A need had matured to transform the bank system, 
planning, statistics and the basic principles of foreign trade. 


Partial changes were to be made in the basic principles of incentive and 
reward, and regional guidance is being decentralized. New institutions came 
into being--the Social Economic Council at the Parliament, the Constitutional 
Court and the State Tribunal. Legislative work accelerated considerably, 
which, in accordance with the basic principles of the reform, regulates the 


functioning of the economy. 


One had to confront views that the extraordinary state had destroyed the 
social base for reform and thus the reform had lost its identity with itself. 
But it was feared that without the extraordinary state there would have been 
no reform; there would have been nothing to reform. From the beginning the 
authorities took a stand for the independence of the workers, in a form 
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determined by law, as one of the pillars of reform. Even at the time of 
the extraordinary state they made it possible for the workers councils to 
start functioning. As of 30 October 1982, 3,709 of the 6,504 enterprises 
functioning in the economy had had the suspension of self-management 


activity withdrawn. 


Difficulties 


The basic principles of the reform stipulated that with regard to the 
complexity of the economic situation--especially the extraordinarily profound 
structural imbalance--there was need for a 3-year transitional period. In 
this period there could be the application of solutions which might differ 
from the solutions proposed as the ultimate goal. 


In the final analysis the management conditions for 1982 proved to be much 
more difficult than we had presumed in 1981. The restrictive measures of 

the capitalist countries made the economic situation more serious. The 
catastropic situation characterizing the first half of the year (the import of 
raw materials and parts from capitalist countries fell by more than 30 
percent) improved considerably in the second half of the year thanks to the 
aid offered by the Soviet Union. But a part in the improvement was also 
played by the fact that we made some progress in enterprise accommodation 


processes. 


Because of the shortage of raw materials and the most basic products, we 
created operational programs, the sphere of which expanded considerably in 
the course of practical realization. In many cases priorities ceased to be 
priorities and the programs lost their original character. It can be 
evaluated as positive that administrative directives were needed in fewer 
cases than expected in order to get the enterprises to participate in the 
program. On the contrary, there are examples where some enterprises were 
removed from the list of those carrying out the programs. Economic guidance 
has worked out operational programs in 1983 aiso. But their number and 
content have been reduced considerably and the scarce raw materials embrace 


about 25 to 30 percent of them. 


Uneven distribution of consumer goods and articles in short supply caused 
many problems. The distribution used now is in sharp contrast to the basic 
principles of the reform. Even so, in 1983 compulsory central product 
trade will embrace 25 to 30 percent of production. 


Since the beginning of the introduction of the reform there have been no 
limitations which would hold back the enterprises in regard to the structure 
or magnitude of employment. It is a characteristic aspect of the reform that 
it accepted the principle of the uniform zloty. This means that financial 
results treat every single zloty uniformly, independent of its source. 

For example, no distinction is made if a greater proportion of the profit 
deriving from material conservation is turned to rewards, as opposed to 
profit deriving from an increase in production. 
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Profit Distribution 


There is no doubt that if enterprise activity improves more slowly than 
planned--for example, if costs do not decrease, if the utilization of the 
tools of production deteriorates, if work productivity does not rise, if 
production does not adjust adequately to the needs of the economy, etc--then 
there may be a modification of the principle of profit distribution applied 
at present and a change in the uniform zloty principle. 


It is expected that the enterprises will strive to maximize their financial 
results by exploiting their monopoly positions and the market imbalances 
and raise their prices. So we must reckon with some uncertainty, which 
derives from the attainment of “good enterprise" financial results with a 
low level of production and bad exploitation of the tools of production. 


Price Principles 


On the consumer goods market, about 40 percent of the value of goods and 
services have officially fixed prices, 25 percent have regulated prices 

and 15 percent have contract prices. On the market for tools of production 
the ratios are as follows: about 20 percent are fixed prices, 5 percent are 
regulated prices and 75 percent are contract prices. 


In 1983 the list of products for which regulated prices will be valid will 
expand. This primarily involves raw materials and the most important 
semi-finished goods. At present many enterprises are manufacturing end 
products for which the prices are fixed or regulated. At the same time, 
contract prices are characteristic in raw material supply. 


In the first phase of the introduction of the reform there were price 
increases for industrial products, foodstuffs, etc, on a very considerable 
scale. This rather shocked society. These reactions manifested themselves 
in protest and in demands for administrative measures to lower the prices of 
industrial products. On the other hand it could be observed that even at the 
new, very high prices products were being bought up quickly. 


The first studies have shown that many enterprises set a very high price 
level. It is characteristic that with the passing of a few weeks (and not 
only because of administrative or social pressure!) they reduced the 
excessively high prices for a few products. The enterprises had run into 


the limits of demand. 


In a system of market price relationships one faces the following dangers, 
among others: 


--In a situation in which factors holding back an inflationary increase in 
prices are lacking (amidst considerable shortages of goods and foreign 
exchange), inflation could be very strong and thus could destroy the 
incentive system of the entire economic mechanism; and 
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--If we hasten to yield to social pressure, the government may take far- 
reaching steps of an administrative directive character which also could 
deform the incentive mechanism at the very beginning. 


In the face of these dangers we must perfect the basic principles and 
functioning of the price and tax system in such a way as to make it 
impossible for the enterprises to achieve monopoly profits by raising sale 
prices and limiting production. Among other things this goal is served by 
the possibility of depriving enterprises of the right to use contract 
prices, if it is proven that they are following monopolistic practices and 
if the conditions for the use of contract prices do not exist (an elementary 
balance of the market and the existence of potential competition). The 
antimonopoly law now being worked out will develop this tendency further. 





Thus it was necessary to introduce a very progressive taxing system in the 
first phase of the reform in order to reduce the social consequences of a 
difficult-to-predict differentation in enterprise incomes. It must be admitted 
that data pertaining to the first half of 1982 confirm the hypothesis that 
there is a great spread in enterprise incomes and that the progressive 
withdrawal of income is an important factor in leveling the generation of 
profits not supported in very case by real results. 


In 1983 one can expect a certain moderation in the progressive nature of 
taxation in the profitability range around 30 to 50 percent. The tax 
concession system to be introduced will be of great significance. The 
essence of this is that the income tax of an enterprise can be reduced by 
about 20 percent if it undertakes to perform a designated activity. 


[31 Mar 83, p 10] 


[Text] The incentive system is the most important link in the management 
system of an enterprise. The transformation of the basic principles for 
incentive are falling behind the new requirements of economic reform and to 

a certain extent there are objective reasons for this. Because of the large 
wage changes in 1981 and the pressure of the trade unions, it was 
extraordinarily difficult to conduct a social debate about the principles of 
the pay system as an organic part of economic reform. In addition it was 
obvious that large-scale changes in the price level and price ratios were 
unavoidable. Only in the second half of 1982 did the preconditions come into 
being to put a reform of the wage and incentive system on the agenda. 


Not Formally! 


On the basis of resolutions of the Council of Ministers the enterprises can 
develop pay forms independently. They can decide in what ratio to use 
time wages, piece wages and other forms of wage payment. 


Progressive average-wage taxation has been introduced in the interest of a 
market balance. Every year, in the budget law, there is a determination of 

the threshold values from which taxation and the tax scale are calculated. 

This determination is based on the expected development of the financial-market 
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Situation. The tax sums collected under the heading of increasing the 
average wage go into the operating fund. Among other things, this is used 
to finance retraining of workers. 


The taxation principle adopted in 1982 was a solution which involved many 
contradictions. Thus, in 198, taxation based on increasing the average 
wage will be abolished and i: its place there will be taxation on the 
increase in the wage fund. A normative scale will be introduced in which the 
increase in the wage fund will be compared to the increase in net production 
sold, thus determining the threshold up to which a tax need not be paid. 
Differing conditions for the activities of the enterprises will be taken into 
consideration also. 


In the interest of avoiding protection and special treatment it is necessary 
to define those criteria on the basis of which taxes can be raised. This 
will require that "fairness" not frustrate the general character of the 
solutions for the system and not lead to a deterioration in relations between 
the enterprises and the administrative organs. 


Against Rebirth of the Trusts 


Important organizational changes have occurred. The number of economic 
ministries has been reduced and the old associations have been abolished. 

Many felt that the simultaneous change at these two levels of guidance would 
produce a catastrophe, that the organization of the econosy would completely 
fall apart. But this did not happen; the enterprises which became independent 
are prospering better than under the patronage of superior organs. 


The development of the new organizational structures is not yet at an end 

and this process is not entirely free of certain dangers. Every profound 
change in the organizational structure and in the hierarchy of spheres of 
authority arouses resistance in certain circles of the leaders and workers 

of the institutions which have been reorganized or which have become obsolete. 


They have begun to fear for positions, incomes and other rewards; there is 
anxiety because of the slowness with which operations have adapted to the new 
rules. One can count on three types of behavior on the part of those 
"threatened by the refora": 


-7Some will strive to moderate the "sharpness" of the reform, to blur the 
basic principles of the reform and introduce apparent or partial changes with 
the slogan that the objective circumstances demand these changes; 


--There will be those who will attack the reform frontally, linking this to 
a misuse of socialist ideals in their slogans; and 


--Finally, we may meet with those who will not commit themselves or with 
those who seek in society a “refuge” for themselves. 


To no small degree these behavioral variations have contributed already to 
the failure of many good ideas. As an example, we might mention the history 
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of the trusts. These were created in the second half of the 1950s to 
provide a sort of service function for the enterprises, but instead of 
this they quickly became intermediate links in guidance. 


Difficulties 


What is involved now is that the voluntary and compulsory associations to be 
formed anew should not become “trusts.” This is a very great danger from 

the viewpoint of the reform. There is a strong tendency to form associations 
which correspond to the old trusts in regard to their spheres of operation. 
It is true that the present regulations protect the enterprises against 
excessive intervention by central administrative organs, but they do not 
prevent the creation of branch or trade monopoly organizations and do not 
prevent the enterprises from turning to these for protection. This problem is 
all the more important because branch cohesion is in the interest of many 
enterprises since they see in this a defense against having to make efforts 
towards improving their results. 


The development of the functions and operating methods of central and 
regional state administration is proceeding at a great pace at this time. We 
are still at the beginning of the road in regard to how these guidance links 
and methods will adjust to the requirements of the reform. The lack of 
developed and usable scientific analyses pertaining to the new type of 
functioning of such units makes difficult the struggle with the accustomed. 


It is also an unfavorable circumstance that the present state of management 
conditions, the sharp nature of the situation, prompts the state administra- 
tion to tilt its activity in the direction of interventions of a firefighting 
nature. A spread of this practice could lead again to strengthening the old 
operational methods of adminstrative intervention in the economy. 


Theoretical Research 


In working out the reform concept it was first necessary to provide those 
central decisions which created the conditions for the functioning of the 
reform. The problem of economic balance is of central significance. Every 
decision which brings the economy closer to a state of balance aids the 
spread of the reform. And, vice versa, those decisions which increase demand 
and investment too much destroy the possibility of keeping the self-movement 
of the reform in hand. More and more people in leadership circles understand 
this key thesis. Still, keeping this principle constantly in view involves 
great difficulties. Thus far they have not been able to deal with the 
abundance of “correct goals." In comparison with these goals we have not 
developed, for the time being, effective social limits. 


In the second place, there has to be a harmony between decisions at all 

times, and they have to be in harmony with the spirit and the letter of the 
reform. In the past the system's solutions lived lives of their own and 
planning was carried out in its unique, separate world virtually independent 
of them. There was never a broad attempt to integrate the plan with the basic 
principles of the system, not in the 1950s nor the 1950s or even in the 1970s. 
The first such attempt was at the time when the 1983 plan was worked out and 
the J-year plan was prepared. 
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GOVERNMENT INSTITUTE POLLS PUBLIC ON PRICE, TAX HIKE ALTERNATIVES 
Krasinski on Prices, Taxes 
Warsaw KURIER POLSKI in Polish 18-20 Feb 83 p 5 


/Interview with Professor Zdzislaw Krasinski, minister for pricing, by _ 
Krystyna Doliniak: "Prices On Review. Higher Prices--Or Perhaps A Tax?"/ 


/Text/ Cigarettes or gasoline? Shoes or refrigerators? 
If rents, then by how much should they be raised? 
Should additional sugar sales be introduced and, if so, 
at what price? What increases would permit elimination 
of coffee rationing? 


Many such questions come to mind these days, which is not 
surprising, for prices are now topic No 1. Nobody wants 
price hikes, but we all, or nearly all, realize the 
necessity of applying this painful treatment. The point, 
however, is in conducting this treatment as sensibly as 
possible from society's point of view, which in practical 
terms is equivalent to selecting those articles and 
services whose prices must go up. It will be most 
equitable, of course, if prior to making any decisions, 
public opinion and the views of different segments, 
communities and occupational groups are taken into account 
to the largest extent possible so that only on their 
basis of, and consistent with, such opinion, final 
decisions on what is to become more expensive, and by how 
much, are made. 


The Price Research Institute has drawn up a public opinion 
poll questionnaire on prices and taxation. It has already 
been presented to workforces in several plants. It is 
important, however, not to restrict it to occupatione: 
groups alone, but instead to obtain the broadest possible 
range of opinion. The more views are voiced, the greater 
the certainty that optimal solutions are selected. For 
this reason, we have stepped into the role of an inter- 
mediary, printing the questionnaire in KURIER POLSKI and 
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appealing for its completion and mailing to the Price 
Research Institute whose address is provided below. We 
do not deny that it is a bitter piece of reading. We 
believe, however, considering that there is no other way 
out and certain price increases are inevitable anyway, 
that it will be of advantage to ourselves and to the 
issue if we all to some degree influence the ultimate 
shape of pricing decisions. it is with this thought 
that we are presenting this article. 





Every price increase has been and will be a painful operation to society. The 
more painful, the less well-stocked are our pocketbooks and the poorer our 
budgets. We must, therefore, jointly decide about what should become more 
expensive, and by how much more. In the next few weeks, the Price Office 

will submit to public evaluation its proposals for increases planned for the 
current year. What will consultations on new prices look like? Do we have a 
chance to put the relations between wages, commodities and money in order by 

the end of 1983? These are the topics of our interview with Minister Krasinski. 


/OQuestion/ Mr Minister, how do you assess the consultations on price increases 
announced to take place this year? At a meeting with the 

Chocolate factory, there was basically no difference of opinion concerning 

your proposals; liquor, yes, cigarettes, to be sure, but rents, gas, power, 

no Nobody among those present proposed something like "I do not agree to 
rent increases, but let cars become more expensive instead." 


/Answer/ I must say that this attitude of society's concerning price hikes 
is easy to explain. On the one hand, it bears witness to a lack of faith in 
the present and future inevitably of price hikes and, on the other hand, to 
most people's poor awareness of the possibilities and directions for price 
changes. Note that during the many awnths of debate over the 3-year plan 
conducted in the Sejm commissions and in workplaces, nobody was impressed 
when a 15 percent planned price increase indicator first turned up. Only 
when we broke it down, stipulating price hikes by specific amounts for ciga- 
rettes, gasoline, heating fuel and gas, the discussion became heated. And, 
even though the price adjustments we proposed would absorb less than those 
15 percent hikes announced for this year, they are already encountering 
intense resistance. 


/Question/ What do you expect to learn from these consultations? After all, 
it is well-known that everyone will defend his own pocketbook. In the letters 
you receive, a tenant of an allocated apartment opposes rent increases, a car 
owner protests expensive gasoline, and some other person flatly states--why 
should we consult about the falling of apples on the ground, they are going 

to fall down no matter what... 


/Answer/ The consultations are necessary, in my opinion, except that they 
should not be limited to pricing questions exclusively. Society must finally 
be made to realize that an imbalanced state budget generates inflation, and 
price increases are just one of its manifestations. Consequently, regardless 
of our actions, the finance ministry should likewise develop and submit 
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proposals on methods by which state budget revenues and expenditures can be 
balanced. This, in my opinion, is the most important issue to be offered 

for societal evaluation. We could consider instituting consumption taxes on 
market goods, which would permit reduction of budget subsidies for articles 
now being made and sold. If these measures were consistent, we would achieve 
budgetary and economic equilibrium and, in effect, a balanced market. 


/Question/ Are such measures being taken? 


/Answer/ The proposals contained in the questionnaire have precisely that 
thrust. They affect direct or indirect taxes. We must all realize that 
without a deliberate increase in taxation--in turnover tax or consumption 
tax--the gap in the state budget would be as much as 450 billion zlotys 
rather than the 150 billion zlotys we planned. These figures may fail to 
appeal to the imagination, so let us illustrate them: with a deficit of 
450 billion zlotys in the state till, it would not be possible, e.g., to pay 
a single zloty to retirees, and only one half of all teachers would get 
their salaries. 


/Question/ Aren't you tired with this constant interpreting, explaining and 
persuading? It appears, rather, like talking to the wall. 


/Answer/ Indeed, I have the impression that such notions as the inflationary 
gap or curve, though they have found their way into the vernacular, are still 
improperly interpreted. During a meeting at Wedel factory, a woman told me: 
"I have no inflationary curve, I simply laid away 20,000 zlotys to buy a hog, 
and I know very well what to do with that money.” Individual citizens, in 
other words, appear to have no extra money to spend. After all, a free market 
exists, in which scarce goods can be bought, of course, at higher prices. 

The inflationary curve would become visible, downright tangible in fact, if 
state control of all goods were in force, so that nobody could buy even a pin 
without a ration card. It would turn out then that each of us had several 
thousand zlotys in his pocket and no way to spend that money. I must admit 
that only after the Wedel meeting I realized that the term "inflationary 
curve” might be incomprehensible to an average consumer, that it actually did 
not tell people anything at all. On the other hand, references to a "hole" 
in the budget and to the lack of funds for paying doctors and teachers or for 
covering retirement payments may prove to be more persuasive. 


/Question/ Are actions addressing this problem being taken? 


/Answer/ The function (of explaining economic issues in such terms) could be 
taken over by economists with professorial qualifications and by others as 
well. For now, they have not fulfilled this duty, which probably results 
from their fear of placing themselves in the pillory of public opinion. The 
nation’s economic enlightenment is still quite low, which is unfortunate. 


/Question/ When you were first appointed to the highest position in the newly 
established Price Office, it was being said that a ministerial portfolio was 
given to the man who had his own vision of bringing the market to health. Is 
what you are doing at this time still part of that “vision of the market,” 
are those merely ad hoc actions? 
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/Answer/ No. The vision is still in existence, provided that all economic 
instruments operate cohesively. My primary concern is with a sensible incomes 
policy. We already know that late last year we were dealing with excessive 
expenditures, which was not without effect on the market equilibrium. In this 
setting, rather than functioning in its strategic role, a price policy turns 
into patchwork and replacement of other inefficient instruments. It is under- 
standable, therefore, that the far-reaching vision must be put aside for some 
time, a year perhaps. Rather than building fireproof houses, I am playing 

the part of a fireman for the time being. 


/Question/ Could a scenario of this sort have been foreseen? 

/Ansver/ It could have been anticipated. Last October, I presented in the 
Sejm my forecasts of the population's monetary revenues for 1983. Even then, 
I estimated them at approximately 4 trillion zlotys, although other data 
indicated payments lower by nearly 200 billion zlotys. 


/Question/ This is bitter satisfaction. What course of events do you expect? 
Based on the results of consultations conducted up until now, can anything 
specific be said about this year's price hikes? 


/Answer/ We would like to run those consultations on a somewhat broader 
scale than originally planned. We have also expanded the list of new prices, 
proposed last January, for commodities which will be subject to society's 
evaluation. Besides the articles I have mentioned, it will include cosmetics, 
TV-sets, washers, automobiles, rugs and other luxury items. In the question- 
naire which we drew up, printed in your paper, we offer a choice of three 
different prices for every article, rather than a single price as before. At 
the same time, we are assuming that via the pricing operation we will draw 
some 250 billion zlotys from the market. When filling out the questionnaire, 
a respondent who opts for a reduced price of cigarettes should agree to a 
more substantial increase in the prices of other goods or services. If we 
succeed in running so-conceived consultations in a group of people several 
tens of thousands strong, it will be easier to make correct decisions with 
potential for acceptance. I hope that our poll will make society realize how 
difficult it is to make the right choice when such choice is a necessity. 


/Question/ Mr Minister, many people cannot reconcile themselves to the fact 
that the government, though informed about an excessive outflow of money 
without coverage to the market, goes along with it, subsequently attempting 
to salvage the balance by price hikes. 


/Answer/ We have considered that, too. In the price questionnaire, we propose 
so-called anti-inflation tax, amounting to 2 percent through 6 percent of 
incomes above the average wage. We have calculated that in this manner nearly 
one-third of the hikes could be avoided. A tax fixed on this basis would yield 
identical results as the increases in prices of cigarettes and coffee which 

we proposed. Not to mention the fact that it is always easier to prevent 
certain unfavorable developments than it is to fight their consequences 


afterwards. 
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Prices Research Institute Poll 


Warsaw KURIER POLSKI in Polish 18-20 Feb 83 p 6 


/Article by ?: “Prices On Review. All the Pros and Cons Amount to Difficult 
Choice."/ 


/Text/ The consultative questionnaire printed below has been developed by the 
Price Research Institute. The list of articles and services considered for a 
possible price hike was prepared on the basis of comments and suggestions 
contained in letters mailed to the Price Office. 


Some respondents believe that cigarette prices should increase and gasoline 
prices should remairc unchanged. Others affirm that prices of furniture and 
TV-sets should be raised rather than rents. Still others claim that an anti- 
inflation tax would be better than price hikes, and so on. All of these 
opinions have been thoroughly examined at the Price Research Institute. They 
were then compiled in the form of a table-poll, which is how the consultative 
questionnaire came into being. 


Considering that the persons who wrote to the Price Research Institute offered 
proposals about individual services and articles along with amounts of possible 
price increases, the authors of the poll opted for presenting those in several 
variants. Under each, boxes are printed in the questionnaire (the number of 
boxes varies). Each box is equivalent to 10 billion zlotys. In other words, 
each box, if checked off, represents a 10 billion zloty boost to the state's 


deficit budget. 


What are the pros and cons affecting particular items of the questionnaire? 
Those listed in the letters to Price Research Institute are offered below. 

We provide no commentary on them because we wish to suggest nothing. Let 
every person filling out the questionnaire be guided solely by his own convic- 
tions. Only then will the poll results have any informative value so that 
optimal price solutions con be selected. 


Anti-inflation tax. This tax would be applied to income recipients who earn 
average and above-average incomes, e.g., at 11,000 in income, the tax (in 
option I) would be 2 percent, or 220 zlotys, and it would go up to 6 percent 
for incomes in excess of 16,000 zlotys per month. An increased direct tax 
would also be applied to farmers and employees in the nonsocialized sector. 
This would result in curbing the outflow of money at its very source. This 
tax would be a greater burden on high earners than on average-income earners. 


Civil Service Budget Cuts 


Undoubtedly, these continue to be necessary. Contrary to popular notions, 
however, a reduction of the number of government officials, including those 
directly involved in serving the citizenry, adds up to rather modest financial 


results. 





Official Fees and Other Fees 


These are not significant sources of revenues to central budget. Nevertheless, 
a more flexible policy in determinations of customs fees and interest on 
credits and other payments appears to be necessary. 


Cigarettes 


The officially proposed increase in taxation (option II or III) is aimed at 

both providing an extra revenue to the deficit budget and reducing cigarette 
use for social and medical reasons. In 1950, 1,000 cigarettes were smoked 

per person in Poland in 1982--3,000 cigarettes. In this regard, Poland ranks 
fourth worldwide and first in Europe. Outlays on protracted treatment of 
coronary diseases, lungs and larynx are a burden, to a significant degree, on 

the nonsmoking segment of the nation. Persons writing letters to the Price 
Research Institute insist that cigarette purchases should be made more difficult, 
especially for young people. They believe this requires a more resolute price 
policy, along with abolishing state control on cigarette prices. 


Gasoline and Oil 


Expenditures on these items are not covered by poorer and average-income 
segments of society. A valid argument in favor of a price increase is the 
need to limit crude oil imports. Respondents have proposed greater differen- 
tiation in gasoline prices in relation to the octane number. 


Natural Coffee 


In the 1970's, coffee consumption continued to increase at a very fast pace, 
with import purchases of 36,000 tons, or more annually. Current foreign 
exchange potential disallows imports of this magnitude. To balance supply 
and demand, coffee prices should rise by more than 200 zlotys. 


Energy and Heating 


At issue is an increase in the rates of payment for electric power, pipe- 
supplied gas, central heating, hot water, coal and coke. Central heating, 
gas and coal and coke production are heavily subsidized by the state. Coal 
extraction costs are steadily increasing, especially affecting lump coal 


for household use. 


Natural gas is for the most part imported by Poland from the Soviet Union, 
with the gas pipeline already working at maximum capacity. We are not 
producing sufficient quantities of nitrogen fertilizer precisely because 
natural gas, the primary raw material for this production, is in short supply. 
It is therefore urgently necessary to restrict gas use for heating purposes, 
especially for apartment heating, in order to increase instead gas supply to 
nitrogen processing plants, which is a precondition for increases in 


agricultural yields. 


Prices proposed last year were 30 ; cent to 50 percent higher than their 
revised, and currently effective, variants. A justification 


subsequently i, 
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provided at the time referred to prices lower than those proposed that would 
be in effect for one year. Option II proposals offered in the poll question- 
naire approximate the original 1982 levels, though still falling short of them. 


Durable Consumer Goods 


Although the government did not suggest any changes in this area, many 
correspondents stipulate-price modifications affecting certain durable goods. 
Especially the advocates of rather slight increases in the prices of cigarettes 
and coffee (essential articles, in their opinion) believe that a tax ought to 
be imposed on “luxury goods" purchased by more affluent segments of society. 


Cosmetics 


The proposal to tax luxury-grade cosmetics is substantiated by letter writers 
along the lines followec with regard to consumer durables. 


Clothing, Textiles and Footwear 


The government did not propose a price increase on these categories, and is 
not advancing such a proposal at this time (in fact, these are, for the most 
part, articles with contractual prices). Nevertheless, proposals of this 
kind are also offered in the letters. It can be alleged perhaps that their 
authors were affluent individuals aware of the fact that, with a limited 
supply, availability of goods can be increased by higher prices. Garments 
for children and teenagers should be continued as a protected group. 


Rents in Allocated Housing 


The central issue is to increase funding for maintenance of rented residential 
buildings which are in a disastrous state of repair. They are already heavily 
subsidized by the state. Another essential issue is to eliminate differences 
in rents paid for cooperative and allocated apartments. The rent reform is 

to be completed in three successive stages in yearly intervals. The poll 
questionnaire contains proposed payments for the first stage (marked under 
option 1) and for the second stage (option II). The increase in payments 

for 1 square meter of surface in low-standard and medium-standard apartments 
was designed with moderation. Already at this time, renters in allocated 
housing who moved into their apartments after * May 1981 put in increased 
payments, depending on apartment standard: 7 zlotys, 10 zlotys or 13 zlotvs 
per | square meter. The first stage of new rents wiil be instituted on the 


deadline of i July 1983. 
Medical and Social Services 


Many correspondents noted the need and possibilities for making economies 

in the state budget by reducing the numbers of people entitled to receive 
free medications (approximately 30 percent of medications are provided free 
of charge). Some correspondents also believe that "if everyone pays for food 
eaten at home, food eaten in sanatoriums should be made at least partially 


paid for.” 


66 





Higher-OQuality Varieties of Food Articles 


The government has acknowledged that food is a protected sector and intends 

to raise no prices of these articles in 1983, provided that there are no major 
shifts in procurement prices. Nevertheless, some letter writers suggest that 
top grade varieties of cold cuts, deli cheeses, choice bakery products and 

top grade butter should have prices higher by up to 20 percent than the present 
official prices. This would permit reduction of food subsidies. For the same 
reasons, increases are suggested for prices of deep-sea fish, averaging 20 


percent. 
Additional Sugar Sales 


Many writers suggest the sale of sugar at increased prices outside of the 
rationed sales system arguing that there are some situations where supplementary 


quantities are needed by households (e.g., baking for wedding celebrations or 
seasonal fruit preserve making). 


Baked Products and Cereals 


These articles are of enormous importance in daily nutrition, which is why 
they are under special oversight by the state. Their prices should not, 
however, drop below levels at which it becomes profitable to buy out bread 

and flour-based processed products for animal feed. A similar situation 
developed last fall. Currently, prices of fodder crops in open-market 
transactions have begun a slight downturn, which diminishes some of this 
problem's urgency, but does not solve it definitively. Such a solution could 
come via increases in the prices of bread and cereals by several zlotys. This 
issue certainly requires much consideration and caution. 


We suggest, request and urge you to: 


Fill in the boxes reflecting your choice (put a check in). The total of boxes 
to be checked should be no less than 25 and no more than 30. If this require- 
ment is not met, your poll questionnaire will be invalidated and excluded from 


final tabulation of poll results. 
After filling out, fold your questionnaire so that it forms a letter with the 


address on top. The address of Price Research Institue, 12 Swietokrzyska 
St., oo-916 Warsaw is printed in the final section of the poll questionnaire. 


Mail by 22 February. Postage is prepaid. 


Comments and proposals concerning the poll issues can be entered in the space 


provided in the questionnaire or an additional sheet can be attached. 

The poll is anonymous, so there is no need to sign it or provide your address. 
The Price Research Institute desires for scientific purposes, however, to 
obtain a demographic-occupational breakdown of respondents, which is why you 
are requested to underline your age, occupation, and locality. 
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How to fill out the questionnaire: 


l. Carefully read the poll and all the texts on pages 5 and 6 of today's 
edition of KURIER POLSKI. 


2. Mark (enter a check) no fewer than 25 boxes and no more than 30. 


3. In your chosen option, mark all the boxes, each separately, from the top 
down. Leave the boxes in the other options unmarked. You can also select 

no option from a given item, e.g., cigarettes, thus leaving all the boxes 
unmarked. This will mean that you either do not want any change in cigarette 
prices or you find it difficult to take a position on the issue. With regard 
to items where no options were provided (e.g., cosmetics), only one box is to 
be marked or left blank. 


4. While first reading the poll, do not immediately mark the boxes. It may 
turn out that, after reading through the entire text, you will change your mind 
and select other options. You are not allowed to enter corrections! Therefore, 
first put a dot selected boxes with a pencil or mark them provisionally in 

some other manner, putting the final mark in only after you thoroughly make up 
your mind. A ball point pen must be used. Count again if you have marked at 


least 25 boxes. 
When Will the Results Be Known? 


The Price Research Institute will tabulate poll results to be used as the 
basis for a final report which will be presented to the public. Students from 
Warsaw colleges and representatives of Consumer Federation will take part in 


the calculations. 


When will the summary results be known? According to our information from 
Minister Krasinski, the calculations should be completed in early March. As 
soon as the Price Research Institute completes the calculations, we will 
report che final poll results to our Readers. 


Public Opinion Poll Questionnaire on Taxes and Prices 
Recommended Options for 1983 


l. anti-intlation tax 


charged on: 
a. earnings and annuities not exceeding 10,000 zlotys per month excluding 


persons drawing family allowances for 4 or more children 


b. farm land 
c. incomes from nonfarm private sector 


Proposed level of tax (a) and increases in current taxes (b) and (c): 


Upt ions 

I II 
(a) 2-6 percent (a) 4-10 percent 
(b) 3-fold (b) 5-fold 
(c) by 15 percent (c) by 25 percent 
Number of boxes: 3 6 
to become effective from 1 May to 31 December 1983. 
Comments: 


68 





2. Civil service budget cuts, 
national and local 


Proposed reduction of expenditures 
Options 


I II 
by 10 percent by 20 percent 


No. of boxes: 0.5 l 
To be effective in the first semester of 1983 


3. Official and fiscal fees 
Including estate tax, customs duties, credit interest, etc. 


Proposed increase in fees and taxation 


Ranging from 20 percent to 40 percent 
On tae average by 30 percent 


No. of boxes: 1 
To be effective in the first semester of 1983. 


4. Cigarettes 


Proposed increase in taxes on different brands: 
a. popular 
medium-grade 
c. high-grade and imported 


Co 


would cause an increase in prices of one pack (20 cigarettes) 


Options 
I II III IV 
(a) by 6 zlotys by 8 zlotys by 10 zlotys by 12 zlotys 
(b) 10 13 16 18 
(c) 16 19 22 25 
No. of boxes: 3 4 5 6 


To be effective in the first quarter of 1983 
Options III and IV would permit elimination of state control. 


5. Gasoline and oil 
Proposed increase in taxation: 
a. 94 leaded gasoline 
b. 78 leaded gasoline 
c. fuel oil 
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would cause an increase in the price of 1 liter 


Options 
I II III 
(a) by 8 zlotys by 15 zlotys by 22 zlotys 
(b) 4 9 14 
(c) 5 9 13 
No. of boxes: 1 2 3 


To be effective in the first quarter of 1983. 
Option III would permit elimination of state control. 


6. Natural coffee 


Proposed increase in tax 
would cause an increase in prices of 1 package (100 grams) 


Options 
I II III 
by 80 zlotys by 150 zlotys by 220 zlotys 
No. of boxes: 1 2 3 


To be effective in the first quarter of 1983. 
Option III would permit elimination of state control. 


7. Energy and heating 
Proposed reduction in subsidies per unit of: 
electrical energy (1 kilowatt) 


a. 
b. tube gas (1 cubic meter) 
c. central heating (1 square meter) 
d. hot water (1 square meter) 
e. top-grade coal and coke (1 kg) 
would cause the following increase in prices: 
Options 
I 
(a) by 0.4 zloty by 0.7 zloty 
(b) by 0.6 zloty by 1.0 zloty 
(c) by 1.9 zloty by 3.5 zloty 
(d) by 1.0 zloty by 2.0 zloty 
(e) by 0.4 zloty by 0.7 zloty 
No. of boxes: 1 2 


To be effective in April 1983. 
Rates would be changed after 1 April 1983, i.e., when the heating season is 


over. 


8. Durable consumer goods 
Proposed increase in taxation on: 
automobiles 
television sets 
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tape recorders and radio-recorder sets 
stereophonic radios 

automatic washers 

refrigerators and freezers 

photographic cameras and equipment 

sewing machines 

kitchen robots 

furniture, excluding standard-grade furniture. 


would cause price increases averaging 


Options 
I Il III IV 
by 15 percent by 25 percent by 35 percent by 45 percent 
(10-20 percent) (20-30 percent) (30-40 percent) (40-50 percent) 


No. of boxes: 1 2 3 4 
To be effective in the first and second quarter of 1983. 
If option IV is selected, commercial availability of this product will 


increase drastically. 


9. Cosmetics 
(exclusively high-grade cosmetics, excluding the popular brands) 


Proposed increase in taxation 
would result in price increases averaging: 


100 Percent 
(from 60 to 120 percent) 


No. of boxes: 1 
To become effective gradually over 1983. 


Total availability in trade. 


10. Clothing, textiles, footwear. 
Excluding children's and teens’ up to age 15. 


Proposed tax increase 
would cause price incréases ranging from: 


Options 
I II III 
8-12 percent 15-20 percent 23-28 percent 
No. of boxes: 1 2 3 


To become effective in the first and second quarter of 1983. 


ll. Allocated housing rents. 
Proposed reduction in subsidies affecting all types of apartments 
(a) low-standard apartments 
(b) medium-standard apartments 
(c) high-standard apartments 
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would cause increases in rent payments for 1 square meter of floorspace 


Options 
I II 
(a) by 1.9 zlotys by 3.3 zlotys 
(b) 3.0 6.0 
(c) 9.8 13.0 
No. of boxes: 0.5 1 


To be effective beginning 1 July 1983. 


12. Medical and social services 
Partial remuneration for medications, food in sanatoriums afd for 


differentiated rates charged for social services 
would cause an increase in payments 
by 15 percent to 30 percent 


No. of boxes: 1 
To become effective gradually throughout 1983. 


13. Higher grades of food articles. 
Proposed reductions in subsidies for: 
luxury grades of cold cuts (ham, rolled pork shoulder, tenderloin, 
and sausage priced at more than 450 zlotys per 1 kg). 
cottage and imported butter 
18-percent-fat cream 
quality ripening cheeses 
select wheat bread 
deep sea fish and fish products 


would cause price increases of 


Options 
I II 
10-14 percent 20-26 percent 
No. of boxes: 2 4 


To become effective gradually in 1983. 

14. Additional sugar sales. 
Sale of sugar surpluses outside of state control would permit 
elimination of sugar subsidies. 
Proposed increases in prices for 1 kg 


of sugar by 79 zlotys 


No. of boxes: 1 
To be effective in the first quarter of 1983. 
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15. Bread and flour-based processed products. 
Proposed reductions in subsidies for: 
(a) bread 
(b) flour based processed products 


would cause price increases ranging from: 


Options 
I II 
(a) 13-17 percent 26-33 percent 
(b) 12-18 percent 22-30 percent 
No. of boxes: l 2 


To become effective after the 1983 harvest. 
Option II would permit elimination of state control. 


The poll is anonymous! 

We would appreciate your indicating (which is not necessary) 

your age bracket: 

19-24; 25-29; 30-39, 40-49; 50-59; 60-69; 70 or more years of age, 
your residence: 

a large city; a medium-size town; a small town; a village, 

and your occupational group: 

farmer or agriculturally employed; teacher; retiree; 

engineer or technician; craftsman; self-employed professional; 
bureaucraft; white-collar worker; apprentice-student; other. 


We appreciate your filling out this poll questionnaire. 
Initial Response to Poll 


Warsaw KURIER POLSKI in Polish 28 Feb 83 pp 1, 2 


/Article by (kpk): “Prices To Assess. We Already Know Initial Poll Results. 
Cigarettes and Coffee--Yes. Energy and Heating--No"/ 


/Text/ Which articles and services should retain their present prices, and 
which can be placed outside of the “protected sphere?" Charged with examining 
this rather important issue, the Price Research Institute prepared--in keeping 
with the principle of broad societal consultation--a survey poll which was 
published in KURIER POLSKI on 18 February. The answers received to date 
already permit insights into which price hike proposals can count on relative 
acceptance in society and which are decisively opposed by public opinion. 


Let us recall that out of the 15 items in the questionnaire, respondents vere 
to select those which in their opinion are the most equitable socially and 
the least damaging to family budgets. Here are some initial results of the 


Price Research Institute poll: 
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More than 85 percent of those polled chose increases in cigarette prices, a 
half selecting option IV, or the highest raise. As one would expect, these 
are decisions of nonsmokers for whom this item is of no consequence in their 
budget considerations. 


Nearly 83 percent of respondents agreed that the price of coffee should increase 
rather substantially. 


Economizing on expenditures for national and local goverrment went virtually 
unquestioned (approximately 82 percent of the respondents). An overwhelming 
majority stipulated a 20 percent reduction in the outlays on administration. 


It is surprising that many people (79 percent) opt for raising the prices of 
quality cosmetics. 


More than 76 percent accepted the proposed increases of gasoline and oil 
prices, and an identical percentage opted for more expensive major consumer 
durables (automobiles, TV-sets, refrigerators). In either case, the highest 
proposed options predominated. It can be expected that this is a reflection 
of the opinions of persons with a modest standard of living who do not reckon 
with the possibility of maintaining a car or purcashing a TV set. 


Nearly three-fourths (74.4 percent) of the respondents recognize the necessity 
of raising rents in allocated housing according to the high option. 


A relatively large group selected increases of prices of clothing, textiles, 
footwear, bread and flour-based products (the low option in both cases). 
There was also no lack of supporters of the instituting of higher-priced sugar 
sales outside of state controlled sales. 


In turn, which of poll proposals gained the lowest acceptance? The least 
frequently marked items were: 


--energy and heating 

~-higher grades of food articles 

--repayment for medical and social services 

--increases in official and fiscal fees and estate tax and customs duties 
--imposition of anti-inflation tax. 


These are the poll's preliminary results. We offer no commentary about thes. 
There will be time for that when the final results are known. According to 
docent Jan Stachiewicz, Price Research Institute, no major shifts in this 
pattern should be expected. Experience suggests that several thousand ansvers 
are enough to obtain a correct picture of the case, and that the poll question- 
naires which are still to be received will contain very similar answers. 


So far, the calculations indicate that large-city residents mailed in 42 

percent of the answers, medium-sized town residents--32 percent, small urban 
centers--20 percent, and rural residents--6 percent. The social and occupational 
breakdown of those polled is thus sufficiently varied. 
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Finally, we emphasize again that the Price Research Institute's poll was 
intended merely to survey public opinion, so that its results by no means 
indicate that, say, cigarettes or gasoline will become more expensive as 

much as possible while energy and heating rates will remain unchanged. Still, 
it is undoubtful that prior to possible pricing decisions the poll results 
will be carefully examined and considered. 


In connection with the KURIER POLSKI's printing of the poll questionnaire, 
many persons contacted us in person, by telephone and by mail, sharing with 
us their suggestions, opinions and proposals concerning the tentative price 
increases. We assure them that we will do our best to provide an extensive 
presentation of and comment on their views conveyed to us. 


Other Press Reaction 


Warsaw POLITYKA in Polish No 10, 5 Mar 83 ppl, 4 


/Article by Zygmunt Szeliga: "Input In the Patch.” POLITYKA Staff Writers 
Fill Out the KURIER POLSKI Poll"/ 


/Text/ I was about to write: the topic of the day is prices, but this is, 
after all, incorrect. Prices are the topic of the year, or more. The topic 
of the day is now what is called “poll questionnaire” announced several weeks 
back by Minister Krasinski and printed two weeks ago by KURIER POLSKI as a 
vehicle for the Price Research Institute. The newspaper's questionnaire 
refers to the “vox populi™ but that popular preference is expressed by a 
rather accidental grouping of readers of this particular newspaper, inclined 
to engage in the toil of filling out the poll. Aside from this, Price 
Research Institute employees are conducting the poll in selected work estab- 
lishments to obtain a better picture of the views of particular communities. 


The poll generates interest as well as scepticism and irritation. The 
government, primarily through Professor Krasinski as its mouthpiece, demonstrate 
its problems along with some helplessness: there is a 400-billion deficit in 
the budget, while the objective pattern of relationships in the economy is 
such that no spectacular economic growth in output can be expected to occur, 
making it possible, on the one hand, to increase market turnover, and, on the 
other hand, to assure increased budget intake of funds from taxation. The 
government stands ready to handle up to 100-150 billion zlotys; there remains 
the problem of 250-300 billion zlotys. This could be solved by methods 
practiced in the years past: printing machines at Sanguszki St. in Warsaw 
still have reserve production capacities. Just offer a small fee to an artist 
who will paint a fine portrait of, say, king Stefan Batory and the number 
10,000. The machinery at Sanguszki St. will print, instead of their monthly 
batch of Copernicus /1,000 zloty bills/, an identical number of Batorys, 
without using an extra gram of paper and printer's ink. The government will 
get the missing millions and will get rid of its worries. 


Still, this is a road to nowhere or, precisely speaking, to the hell of a 
galloping inflation with its inevitable economic chaos, driving sillions of 
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people into poverty, etc. If we want to prevent this, which is the point 
where the government's intentions are certainly in line with society's 
expectations and hopes, one of the most important and earliest steps must be 
to switch off the machines in money factories. At this time, they must work 
at only one-fourth, perahps only 10 percent of their present capacity, 
producing bills only for replacement of the worn ones and turning out new 
bills strictly in relation to actual increases in market output. 


This is an axiom of the new economic system whose underpinnings are emerging 
so painfully. The government wants to build the new system consistently, so 
that the traditional solution used to eliminate budget deficits is not avail- 
able. Another way must be sought. Overall, there is no general choice: the 
deficit must be patched with the currency that is already in circulation. The 
range of particular choices is considerable: from whom to take away? How 
much’ And how? So that enough is collected to patch up the deficit. 


Greatly simplified, this is the government's dilemma presented in the public 
opinion poll. Public opinion reacts either sceptically or irritatedly which 
needs to be understood as well. As usual in such situations, the popular 
attitude is: I am not at fault. Was I the one to create this deficit? The 
government puts together a budget, the Sejm approves it. Let them patch up 
the budget now on their own, provided it is not at my expense. 


This is mot the right place for detailed consideration of this topic. I am 

of the opinion, frequently expressed, that the government is still insufficiently 
energetic in counteracting the growth of budgetary expenditures. Horrendous 
examples, amply supplied by the press, of hospital construction dragging on 

for 12-15 vears, mismanagement, the upkeep of an army of bureaucrats seeking 

for themselves some unnecessary or downright detrimental work--all of these 

are also among the causes of excessive budget outlays. 


It is beyond doubt, however, that the main cause of the budget deficit is 

the economic crisis and the scale of secial and custodial functions of the 
state ill-adapted to the crisis economy. On some counts it is understandable, 
as its regarded as one of the foundations of the systen. 


I am convinced that in 8-10 vears when a normal healthy economic system 
(hopefully) is operating, and a similar budget deficit occurs (which may 
happen for various reasons), we will be in a position to apply the best 
possible treatment, though it is still an unpleasant one: increase taxes, 
concurrently treezing wages and prices. Under the present conditions, this 
treatment is, unfortunately, impossible. We do not pay taxes, and it is not 
possible to freeze wages as this would halt the economic reform. In effect, 
prices cannot be frozen either. 


Thus, only one wav out remains, offered in Professor Krasinski’s poll. The 
maior paradox of his proposal centers on the fact that it has two, totally 
contradictory, aspects. In the intent of the government and in an economic 
intrepretation, it is supposed to be an anti-inflationary measure. 
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Yet this is precisely the peculiar aspect of the current critical situation. 
Inflation can be countered and controlled only via inflation itself, provided 
it is tightly planned and managed. Similar peculiarities and paradoxes are, 
in fact, quite numerous in this stage of construction of a new economic systen. 


It is, of course, possible, to debate the selection of those 15 items, although, 
in practice, the area of choice is not much more extensive. Following the 
article “Prices After a Year" in POLITYKA No 8 and other public statements on 
this topic, we received a considerable number of letters. Virtually all of 

the realistic ideas offered in them are included in the set proposed by 
professor Krasinski. In fact, the government's original plan boiled down, 

as is well known, to the intention to raise prices of alcohol, tobacco 

products, coffee and gasoline, and rents for allocated housing. Only after 
initial consultation and letter examination did other proposals emerge, which 

is the source of the 15-item poll. 


It is an interesting, somewhat masochistic experiment. It forces one to take 
the painful decision on what to take out of one’s own mouth. It is so 
construed as to prevent the transfer of some input into the deficit to other 
people's shoulders and stomachs, while exonerating the poll respondent. From 
this point of view, it is a special sort of psychodrama which will yield some 
information on our attitudes and economic awareness. 


At POLITYKA, we decided to take part in this mind bender. A voluntary 5-person 
group emerged, representing our editorial board. The group filled out 5 poll 
questionnaires and added their own comments. We were in a more difficult 
position than an average poll respondent. On account of our profession and 
our public pronouncements on various topics, each of us, in Ewa Nowakowska's 
apt remark, had three different souls. The economic soul tended to make 
choices which, by filling up the budget deficit, were to optimally serve the 
economy's recovery and restoration of total market equilibrium. The social 
soul tended to prefer choices optimally protecting the needs of persons in a 
most difficult time of their lives. The egotistic soul is guided by private 
interest (I do not smoke--so I propose the highest possible cigarette price 
hike; I have no car--so let Minister Krasinski tap gasoline prices to the 


utmost). 


It is time to present the results of our 5 questionnaires. The overall outcome 
is as follows: out of 15 items, we were unanimous in 3. In 6 we were close 

to unanimity (a 4 to 1 vote ratio); in 4 items, one option gained an advantage 
(a vote ratio of 5 to 2), and only on 2 items the votes were split. 


We unanimously accepted the higher option on civil service budget cuts (poll 
item 2), the doubling of prices of high-grade cosmetics (item 9) and a 15-30 
percent increase in payments for medical and social services (item 12). 


The first of these items, civil service budget savings, is likely to win 100 

percent support among poll respondents. With regard to cosmetics and medical 
and social services, our groups selections were affected by varied considera- 
tions. In the social option, our hands trembled on choices concerning medical 


and social services. 
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Now come the items on which we were virtually unanimous. Four votes apiece 
were cast for increases in official and fiscal fees (item 3), for the highest, 
fourth option on increased cigarette prices (item 4)--the fifth vote on this 
item was for the third option, a high option as well--further, against a price 
hike in major consumer durables (item 3)--with one vote for the second option Il 
(a raise of 25 percent); for increases in allocated housing rents (item 11), 

for additional suzar sales at 125 zlotys (item 14) and for the higher option II 
on increase in the prices of bread and flour products (item 15), with ome vote 
cast against this raise. 


The above choices were obviously decided by the same arguments that made us 
unanimous on other items. Add to these other considerations: the nonsmoking 
four among us selected the highest cigarette price option, whereas our colleague 
who recently started to kick the habit opted for a more compassionate variant. 
Interestingly enough, increases in allocated housing rents were onposed by a 
cooperative apartment owner, rather than our group's only allocated housing 
dweller. On sugar, even our group's only parent with several children affirmed 
he was totally satisfied with ration allocations and voted for additional 

sugar sales, although the price of 125 zlotys seems exaggerated, to put it 
mildly. 


Three votes were cast for the highest gasoline increase price option (item 5)-- 
with one vote each for the lowest and medium options, vet all of us, clearly, 
were in support of a raise, with four of us being car owners. Three votes 

were cast for the highest option on price increases in clothing, textiles 

and foutwear (item 10), with one vote for the medium wpotion and one against 

a raise, and for the lower option on increase in priccs payments for energy 

and heating (item 7), with one vote cast for a higher option and one against 
the raise. 


Likewise three votes--which is perhaps the most surprising result of our 
poll--were cast against the anti-inflationary tax (item 1), each of the 
options obtaining one vote. This is surprising because, as I have said 
earlier, that tax is, in fact, the “sanest™ method for patching up the budget 
deficit. But we in Poland, we do not like taxes (where are they liked, in 
fact’), since we have become unused to thea. 


Finally, two items on which our votes were complete!yv divided: a hike in the 
price of coffee {item 6) in which two votes were for the top option (by 220 
zlotys), one for the sediunm option (bv 150 zlotys) and one for the low option 

(by 80 zlotys), and one vote against the raise. In sum, it can be said tha: 

we were for an increase in coffee price, while the votes on the amount of the 
increase were apparently dictated by ievels of earnings and hopes for rest. cation 
of a normal market situation. 


The greatest confusion arose on item 13. Two votes were cast against an 
increase in prices of some food articles, one vete for the low option (an 
increase of 10-14 percent) and two votes for the high option (bv 20-26 
percent). This can be seen either as a tie or a vote for the increase, and 
if the latter is true, then it is a vote for the high option. 
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This is our input into making up the deficit hereb : t 

to Professor Krasinski, requesting that they be included t 
tions of the poll. What if they materiall affect e issue im, we 
“economized"” 260 billion zlotys--assuming that in cases where there wa 


scatter of votes, two votes (40 percent) are suificien 


selecti tl. 


Now we are going to await final tabulation with impetience. It wi 
interesting to find on how many items our choics will be nsistent wit 
overall selections. There remains an open question whether the yernment 
should uni riticail: take advantage of the oll result , reg irdins t nen is 
an expression of national consensus on those points selected ! . rit 
of respondents. I believe that caution must be observed, primaril eC aUSéE 
of the above-mentioned doubts concerning the p ll’s representativeness, but 
not oniy because of that. The other rea n is that the tillin out Of a 
poll, which might be regarded as a psychological profile puzzle, is differ 
from the actual acceptance of decisions rather strong] iffecti r poche 
Never mind that professor Krasinski allays our fear ing that 

zlotys amounts to barely 6 percent of total incomes to be ie to 
citizens this vear. Unfortunacely, no consumer figurs this th e wa 

In effect, 1 believe that prior to making final decisions, it is a good ide 
to debate some more on what should actually be done and what there is avail 
to compose the patch for the hole in the budget. Several readers suggested 


it a meeting to transmit the poll results for deliberation to the 5S: 
Socioeconomic Council. That body, colloquially referred to as Professor 


Szczepanski's commission, has been gaining increased prestige in society. 
is a comment I pass on to Professor Krasinski. 


The poll was filled out by Andrzej Mozolowski, Hwa Nowakowska, barbara WwW. 
Olszewsak, Zdzislaw Pietrasik and Zygmunt Szeliga. 


8795 
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CRITERIA FOR GAGING ENTERPRISE PROFIT-LOSS PROD! 
aarsaw ZYCIE GOSPODARCZE in Polish No Y, . x i op 
" ~ 2 

Article by sale ts ive Aisen | 

[Tave ] cA ; li sar 7° fF 1 “so _eraem | Lo 4 ° ‘ 

i CAL i ( L4iizeac ercterprises OMpielea tiie ii ‘ " 
financial results (information in svnthesized f rest ’ e 5). In- 
asmuch as the previous vear generally showed Ses, 45 1 capi- 
tal accumulation of 1.3 trillion zlotvs was achieved. is . 
ahcieved by the foliowing contributions of capita! accumulation lotvs: 

" . , . , ed , , . , . 
about 962 billion in industry; about ] billion in domestic trade; 140 billion 
in foreign trade; 115 billion in construction; and 10 billion in communications. 
Only transportation suffered losses; the deficit accumulation there was valued 


at about 63 billion ziotys. 

The greatest capital accumulations in industry were achieved by the food branch 
(about 208 billion), fuel (about 115 billion) and transportation facilities 
(about 107 billion), while the lowest were in iron metallurgy (2 billion), 
whiteware (about 3 billion). The coal industry reached a deficit capital ac- 
cumulation of nearly 65 billion zlotys. 


Industry, of course, made the greatest contribution (about 850 billion) within 
the total sum of profit which reached 1.5 trillion zlotys. Second place was 
held by transportation with 225 billion, and third place, by domestic trade 
with about 137 billion, while others were as follows: construction--about 115 
billion; foreign trade--about 55 billion; and communications--about 11 billion. 
In the “industry” sector the greatest profits were achieved by the following 
branches: food (111 billion); chemicals (about 92 billion); and engineering 
(about 88 billion), while the lowest were: whiteware (2 billion); glass (about 
9 billion); and paper (about 12 billion). Of the total losses of 173 billion 
zlotys, railroad transportation suffered the greatest (about 167 billion). 


Capital accumulation, before it becomes profit (or loss) is subject to a variety 
of charges (a total of about 838 billion zlotys) and surcharges. The principal 
charge is turnover tax--about 637 billion zlotys (details below) and favorable 
compensatory price differences totalling about 32 billion zlotys. The greatest 
charges under the latter category were suffered by the fuel industry (about 15 
billion), domestic trade (about 5 billion), and the construction materials in- 
dustry (about 3 billion). No such charges were applied to nonferrous metallurgy 
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or to transportation (with the exception of automotive transportatio 
charges were carried by the power industry and other industries such as glass, 


whiteware and paper. 


In the grouping of surcharges (totalling 835 billion), the highest were sub- 
sidies which totalled about 600 billion zlotys (more details below), while the 


lowest--unfavorable compensatory price differences--were about 73 billion 
zlotys. The greatest benefit from compensatory prices was achieved by the 
coal industry (about 33 billion), fuel (about 15 billion) and domestic trade 


(about 6 billion). Industries which did not benefit from the price surcharges 
were the following: power; precision instruments; whiteware; glass; transpor- 
tation; and communications. Only minimal surcharges were applied to the tex- 
tile industry. 


Industry received about 350 billion zlotys in subsidies, transportation about 
116 billion, and domestic trade, about 28 billion. In the “industry"™ sector, 
the greatest subsidies were applied to the food industry (over 200 billion), 
the coal industry (about 84 billion) and ferrous metallurgy (about 33 billion). 
In the branch breakdown, first place is occupied by the dairy industry (about 
80 billion), second place by the hard coal industry (79 billion), third place 
by public rail transportation (67 billion), fourth place by the meat industry 
(about 54 billion), and fifth place, by the milling-macaroni and the public 
municipal transportation industries (each about 39 billion). 


Subsidies constituted over 100 percent of financial results in 15 branches 
which include: municipal transportation with an index of 780 percent; the 
dairy industry with about 700 percent and public rail transportation with over 
650 percent. The retail market trade included subsidies of over 20 percent, 
and the hard coal industry, over 165 percent. 


During the past year socialized enterprises paid into the state budget almost 

2 trillion zlotys under six headings. The following payments were made: dis- 
tribution of capital accumulation, about 840 billion zlotys (including a turn- 
over tax of about 637 billion); under the heading of income tax, about 756 
billion; from the tax of the wage fund, about 191 billion; from the stabiliza- 
tion tax, about 83 billion; from the real estate tax about 40 billion. The 
PEAZ [State Vocational Activization Fund] received about 54 billion zlotys from 


the enterprises. 


The highest income taxes were paid by the following industries: food (about 
72 billion); chemicals (about 62 billion); engineering (about 55 billion); and 
transportation (about 52 billion). The lowest income taxes were paid by: 
whiteware industry (one billion); glass industry (about 6 billion); nonferrous 
metallurgy industry (about 7 billion); and over 72 billion zlotys by the con- 


struction industry. 


In turn, PFAZ, based on Resolution 186/82, received barely 30 percent of its 
anticipated payments. It was mostly supported by trade (over 10 billion), 

the engineering industry (about 4.5 billion) and construction (about 4 billion). 
The lowest payments to PFAZ were made by the following: whiteware industry (65 
million); communications (about 80 million; paper industry (about 140 million); 
and nonferrous metallurgy (about 200 million). 
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Of all budget receipts, payments from enterprise profits (taxes: income; 


Stabilization; and PFAZ) constituted about 45.5 « t,t about, 
32.5 percent, and charges reflecting costs of enterprises, about 11.8 per- 
cent. The remainder was made up in other charges from capita’ accumulati 
(including favorable compensatory price differences). alculating yet another 
way, one could say, that about 44 percent of budget receipts was iracterized 
by direct price fixing (taxes from real estate and the wage fuad a n= 
over tax), and within this context a decisive part was played t tur t 
tax. 

In the subsector structure the highest turnover tax contribution into the 
budget was from the food industry (about 300 billion), tl are industry (about 
70 billion) and the textile industry (about 41 billion). ine domestic suppl,» 
trade also made a significant tax payment of abou! } billion zlotyvs. On 

the branch level the highest taxes were paid by the following industries: 
Spirits and yeast (about 260 billion); refining (about 7 illion); automotive 
(about 21 billion); and brewing (about 10 billicn). 

So much for details ot financial results sensu strict in the strict sense}. 


ean | 


Now tor the synthesized standards. The protitability index achieved in 1982 


( in the legal! sense) was 4]. 2 per ent , of whic is ° e 5 Ta ee ent was et | indust rv, 
22.6 percent in construction, 18.2 percent in the "transportation and communi- 


t 
cations" sector, and 25 percent in domestic trade. In the subsector structure, 
the range of profitability is tremendous--from 124.4 percent in the fuel indus- 
try to 16.6 percent in general construction and 16.8 in the coal industry. 
The food industry (reminder: 205 billion zlotys in surcharges) achieved 55. 
percent profitability while the whiteware industry (without surcharges) achieved 


barely 28 percent. 


* 
‘ 


If we make an evaluation based on the profitability index, we see that only 
eight enterprises in socialized industry (two each in the engineering industry 
and construction materials industry and one each in the coal, fuel, transpor- 
tation and chemical industries) and two construction enterprises showed defi- 
cits. The higher bracket of profitability the greater the grouping of enter- 
prises: from 27 units in the lowest bracket (up to 5 percent) up to 1,100 

units in the highest bracket (over 50 percent). The highest bracket of profit- 
ability is represented by: the engineering industry (78) units; ‘cod (155); 
chemicals (113); and textiles (104). Among the 1,537 construction enterprises, 
most were in the higher bracket since 311 were in the 10.01-15 percent bracket 


of profitability; the least were found in the lowest bracket. 


Significantly less divergent is the scale of profitability based on the ratio 
of profit to total costs, or in other words, the rate of profit. For enter- 
prises as a whole this comes to 9.9 percent which includes 15.8 percent for 
industry, 13.1 percent for construction, 11 percent for transportation and 
communications and 3.1 percent for domestic market trade. The highest rate of 
profit in industry was ahcieved by the precision equipment industry (34.3 per- 
cent), while the lowest was by the ferrous-metallurgy (9.2 percent) and the 


food industries (9.3 percent). 





Finally, chere is the third of possible standards (although unofficial as the 
previous ones) and that is the cost level index (in sales). This 
for i lustry, 88.2 percent for 


a 


percent for enterprises as a whole (84.6 percent 
construction, 108.3 percent for transportation and communication and 97.5 per- 
cent for domestic market trade). The worst index achieved in industry was the 
119.1 percent of the coal industry and the 99.2 percent of the ferrous-metal- 
lurgy industry, while the best was the 73.4 percent of the precision equipment 
industry and the 79.4 percent of the textile industry. 

One's first reflection, which is difficult to support on the basis of reading 
these random results, concerns the confusing of financial results by a whole 
variety of compensatory figures as well as surcharges. In effect, that which 
was supposed to be and should have been a maximally simple and objective cri- 
terion has been turned into an almost meaningless one. In essence, if one 
wished to achieve a possible credible financial picture of the activity of 
enterprises, it should only be necessary to lower capital accumulation by the 
turnover tax as a natural charge. Maintenance of the presently confusing taxes 
and charges is the best method of killing profit--the nucleus of reform. One 
should not forget also that the maintenance of subsidies in economic activities 
on this scale and during the events that took place during the past vear has 


very little in common with the idea of reform. 


Falsification of the standard of profit makes also somewhat doubtful the credi- 
bility of the index of profitability (as well as the rate of profit). This 
conclusion, resulting from the analyses of financial results, contains empiri- 
cal confirmation. In the light of results indicated on paper one certainly can 
ask: How come, since we have it so good, is it so bad? The crisis is reaching 
bottom, but our socialized enterprises indicate the best possible results, in 
conformity with regulations, 


In essence, the most realistic picture that presents itself is the one that 
reflects an evaluation of the cost index. Here one can see how weak we are 

and to what extent during the past year was there any progress in the reduction 
of costs? Indeed, an improvement in the effectiveness of management was the 
chief goal of reform (it was to be the main factor in the increase of produc- 
tion). Meanwhile the fall of sold production in industry by 2 percent was 
accompanied by a reduction of net production by 6 percent. 


In relation to 1981, there was an increase in the past year of materials-inten- 
siveness in both sold production and national income in the majority of sectors, 
and this, many a time on a bluntly frightening scale. For example, in calculat- 
ing a unit of national income, the use of lead increased by 25 percent, cement 
by 23 percent, hard coal by 17 percent, tin by 12 percent, power by 11 percent, 
etc. Similarly, this applies also to materials-intensiveness for a unit of sold 


production. 


It is necessary thus to pose directly a question of a basic nature, although 
everyone tries to avoid this. Namely, the question is whether these results 
indicate a minimal effectiveness of reform? A full reply requires deep analy- 
ses, however, even with the already available data it is possible to give a 
contradictory answer. No, this does not point to the disadvantage of reform 
but perhaps even quite the opposite. 
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The reason for this manifestation lies, seemingly, in the introduction in the 
profit--of a typically extensive standard in the 
production. Of the two possibilities, the enter- 
prises selcted the easier and more convenient standards which made possible 
the increase in wages without payments into FAZ. The enterprises thus were 
very eitfectively encouraged to increase production without considering costs. 


pi . oS 


second half-vear--besides 


form of the value of sold 


Not, however, through reform, 


CSO: 2600/538 
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ROMANIA 


INDUSTRIAL CONSTRUCTION MINISTER VIEWS PRIORITIES FOR 1983 


Bucharest SCINTEIA in Romanian 18 Jan 83 pp il, 5 


(Interview with Ioan Petre, minister of Industrial Construction, by 
Eng Cristian Antonescu) 


[Text) [Question] In the report presented to the National Party Conference, 
Nicolae Ceausescu clearly stressed the need for all efforts in the investment 
fiele :o be concentrated on the completion and placement in operation of 
objectives and production capabilities started in previous years. The first 
question in our interview is to ask you to define the major elements in the 


198° investment plan. 


[Answer] During this year, for the national economy as a whole, we plan to 
fulfill an investment plan characterized by its magnitude and complexity. Its 
essence is most clearly illustrated by the stipulation of placing in operation 
511 large production capabilities, both in industry and agriculture, with most 
of these units being built by our ministry. 


Throughout our activity, we are guided by the extremely valuable indications 
and orientations which the secretary general of the party, Nicolae Ceausescu, 
has established for this basic sector of the economy, intending to spare no 
effort to hasten dates for placing objectives in operation, and to increase 
economic efficiency. I take this opportunity to send Nicolae 
Ceausescu--passionate militant revolutionary and patriot, who is conducting 
impressive and untiring activity in the service of the vital interests of the 
Romanian pecple--a warm and hearty hommge from all of the country's builders, 
on the occatéion of his 50th anniversary of revolutionary activity and 
birthday. As indicated by Nicolae Ceausescu, investment funds as we)]l as 
human and mechanical resources are focused primesily on objectives started in 
previous years, scheduled for completion in 1983, and currently in progress. 
Among these are a number of installations for better petroleum processing and 
exploitation at the petrochemical combines of Midia-Navodari, Teleajen, and 
Borzesti; new capabilities at the chemical combines of Giurgiu, Craiova, 
Calafat, Drobeta-Turnu Severin, and Arad; at the artificial fiber enterprises 
of Braila, Suceava, Dej, and Lupeni; at the heavy equipment combines of 
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Cluj-Napoca and Iasi; at the mining equipment enterorises of Tirgu-Jiu and 
Petrosani; a new 20-inch @i.l at tye pipe enterprise of Rogar; an enterprise 
for welded pipe at Zimmicea; and new capabilities at < %e cement plants of 
Medgidia, and Alesc. At the SaMe time, investMen: in acriculture, the food 


industry, and the iight industry will receive especiaily careful attention. 

In addition to sv~ar factories at Babadac, Navodari, Drasanesti-Olt, and 
Fundulea, slaughterhouses, milk procuct plants, and 0.1 anc margarine plants, 
we have also formulated special plans to complete 14 crain silos by June, and 
another eight by September, to Duiidc concentrated feed plants anc sead 
conditioning stations, and in the light industry, among others, the Enterprise 
for Non-Woven Textiles at Rimmicu Vilcea, *he Silk Mill at Bistrita, and the 
Knitting Enterprise at Macin. 


AS we can see, the majority of investment object: ves are meant “© modernize 
the structure of branches that determine economic progress, a8 well as tc 

develop the country's energy and raw terials basis, derive higher value from 

Gomestic raw materials resources, anc produce materials requirec to reduce 

imports and increase exports. It is clear that through its very s 
Structure, the investment pian reflects the close, inseparable unity between 

the country’s acceleratec economic progress, and the continued improvement of 

the workers’ standard of living. 


(Question) [It is most evident that fulfilling the investment plan for this 
year makes great Cemands on activities a construction Sites Which of these 
Gemands is your first priority? 


[Answer] Unquestionably the first is to strictly respect the schedules for 
placing in operation and attaining planned parameters at new productive 
Capabilities under conditions of high economic efficiency. We are fully aware 
that to the extent to which we contribute to the timely or early 
implementation of new investments, we will contribute to the fulfillment of 
economic tasks and the achievement of planred production levels in other 
sectors of activity in 1983. 


The certairt, and support of this year's achievements are given by the 1982 
balance, i 'aach construction-assembly units of our ministry succeeded in 
placing in operation 387 large objectives and capabilities, among which eight 
in advance over this year. But the same analysis of last year's activity has 
demonstrated that the results obtained could have been much better, if our 
ministry, its units, together with investment users and customers, local party 
agencies, tool suppliers, producers of construction materials, and designers, 
had acted with greater energy to efficiently solve all the programs arising at 
work sites. 


That is why I consider that the decisive factors for high quality fulfillment 
of the tasks assigned for 1983, are the concentration of joint efforts on 
solving programs, which determine the rapid completion of all planned 
investment objectives, and a constant collaboration throughout the duration of 
project executions to solve any possible difficulties. Drawing many lessons 
from last year's shortcomings, and from the indications and criticisms of the 
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secretary genera. of the party, Nicolae Ceausescu, we are Gevotine particular 
attention to a suStained growth in the pace oO: work at construction sites, and 
to the daily and weex.y fulfillment of establ.isned work schedules, these being 


. 
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od 

the only ways to recover Dackiogs and to strictly meet pro-cect plans. 
fact, by reSponsib.y approaching their tasks as ear.y aS last year, the 
collectives of our trusts and construction sites have oriented their attention 
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toward the preparation ana most rational organization of projects fo 
year, the assurance of working conditions Guring winter time, the mc 
efficient use of working hours for men and equipment, the strenc7theni 


a 


order, and the creation cf a climate of exigent Giscip.ine in ifcor. 


‘Question] What concrete actions are being taken for this purpose during the 
immediately following period? 


Answer) We are as$igning priority to the scheduled completion of the plan's 
physical and value provisions beginnio¢ with this first quarter of the year, 
in order to form broad work fronts am ivance the dates on which a rumber of 
investments for future months wali co ints production The volume Of work 
pianned for this quarter i$ in any case a concluSive indication of ou: 
Binistry's state of mobilization We will move 4.56 million cubic meters of 
earth, pour 910,000 cubic meters of concrete, and install 153,000 cubic meters 
of prefabricatec reinforced concrete components, of which 65,000 cubic ters 
will be produced by Our own units; we will also produce and insteli 

10,000 tons of meta. constructions and assembiies, wh.le our assembly- 
installations and special provects will add up to more than 1.4 billion lei. 
To this end, and in the light of Nicolae Ceausescu's indications during his 
many Visits at work Sites, we have eStab.iishec Getailed action porograms by 
project categories and investment objectives, through which we are 
seeking--along with a stronger collaboration between builders and installers, 
and strict compliance with joint sSchedules--a standardization of construction 
technologies, adoption of new techniques, dissemination of advanced work 
methods, greater mechanization and industrialization, and the qualification 


and improved training of workers. 


[Question] These are welcome measures especially since together with 
the tasks of the 1983 plan, builder and installer collectives must rapidly 


recover a number of backlogs from last year. 


[Answer] To be sure, a correct assessment of last year's activity and results 
must not overlook the fact that a number of construction sites have acted 
below the level of their existing potentials. Analyses conducted on the spot 
and in the ministry with all the directors of construction site groups and 
trusts, have shown the causes at the root of this undesirable situation: 
inadequate organization at work stations, underutilization of allocated 
equipment, and violations of work order and discipline. In addition, the 
evolution of some investments was rather seriously harmed by inadequate 
preparation of conditions for starting work at established times--performed by 
some users and designers, poor delivery of significant amounts of technical 
equipment, and failure to supply strictly necessary construction materials. 
From our standpoint, the analyses conducted have disclosed that the means 
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necessary Sfove activities are actually available at comstruction sites 


and even within the groups themse.ves. That is why we are devoting special 
ttention to eliminating without delay iast year's backlogs, arc concentrating 
on them during this guarter specifically in order to reduce as much as 
possible the dispersion of forces among construction sites, anc taxe available 


manpower and mechanized equipment which will be itmec.iately assigned tc other 
investment objectives planned for 1963. 


But @ more rapic work pace at these construction Sites also depends *o a large 
extent on better cooperation among Duilders and suppliers of equipment and 
materials. I am referring to the need to immediately eliginate the 
accu@ulatec backlogs anc introduce exacting Order in deliveries, experience 
having shown that Geiays in this area have always Deen a great source of 
Giftfaculties. in this respect, I should point out the need--demonstrated by 
practice--that the eGuipment for the sugar plants be delivered on time, since 
these objectives Must be placed in operation by the end of August, when the 
harvesting and processing of sugar beets is starting. 


(Question! We would like to know what expectations exist for a decisive 
require energetic anc immediate measures to eliminate this Situation? 


[Answer, During the past year, the stocks of equipment existing at work sites 
were reduced by neariy one billion lei. DesSpite this, we cannot consider 
Ourselves Satisfied, since the Stocks are still high, but we are convinc 

that @ more rational utilization of all our availiable human and mechanical 
resources will succeed in reducing them by a considerable extent. 

Hased on the fact that whereas relatively iow volumes of equipment were 
installed at some work sites in 1982--such as those of the Enterprise for 
Artificial Fibers of Lupeni, the Margarine Plant of Timisoara, che Pipe 
Enterprise of Zimmicea, and so on--there have been many other sites at which 
the results deserve to be mentioned--such as those of the Enterprise for 
Artificial Fibers of Suceava, the chemical combines of Midia-Navodari, 
Craiova, and Giurgiu, the heavy equipment combines of Iasi, Cluj-Napoca, and 
Craiova, and so on. It is therefore fully in our power to bring all our 
construction sites to the level of those that are in the lead. To this end, 
we are concentrating heavily on rigorous work planning, and at each 
investment, we have inventoried the stocked equipment that could be installed 
rapidly, establishing rallying but realistic installation programs. At the 
same time, we are insistently seeking to strengthen the collaboration between 
builders and installers, and to assure work fronts without delay, especially 
for the equipment that is already at construction sites. For January in fact, 
we have establishished a volume of installations of over 1.2 billion lei, of 
which 700 million will be solely for investments in the chemical industry. 


The elimination of stocks is also determined by the delivery of equipment in 
the order in which it must be installed, which above all, means that all 
suppliers must respect the delivery dates clearly stated in schedules and 
contracts. 
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ore Gone to raise “Als imcacator anc ico tu ae the D5. eSSRG taSRS 


‘Answer’ An eSSeftial characteristic of oy : 4srang cth:s year and 
for the entire ~ year An, 268 che fac : eftic: "OED Let oN 
of tasas in the invests Sielic is inse — wl A $us*alc ec 
growth im .abor proc t ma jor : s of ¢ Siste 
acceierating the satrocuction o: PARicas progr seructsons through 
greater anc more extensive mechanization, aré tnrc Sf e6 organization of 
this mechanization; at the same time, we wil. con* ; mechan.ze present 
technical resources Sy introdgucins New tociirs . ate Sr new executioz 
techncoiogies; we wil. a aGopt anc use : [Ge Sca.e evices and tools 
for low Levei mechafniza ine ludis : e sc eci.a.t . 
SuDb$stantia.s. contribution to achievi: a proper endowment of construction 

$iteS Wi... De Tes Sy OUF Ministry Wels ng -t$ riarrAe e@cu.psent 
program Wi... provice--as .t Nas Aaiways Gone--Doth some of the high capacity 
equipment, anc tne *OO.8 anc Gevices "eecec Dy “he teams Cl worKmers. i in order 
to af crease he productive use of wor $ $ imcicatec Dy Nico.ae 
~@ausescu, we are very concerned wit” the Gissemination of c.cba. acreemen: 
work, a8 am instrument of production organization anc management, and a better 
form work remuneration. Extremeiy significant is the vast action of 
Guasitacation ané su.tiple quaiification for the .arcest possible aAumber of 


worKers. Of course, “he range of Measures that are being impiemented for the 


Gec.arec purpose of assuring SuStainec .fprovemernt in iabor Sroductivity at 
COnStruction sites .8 Buch greater. Devoting ourse.ves fuliy to the efforts 


of the major imperative cf completing aS rapidly as possible the new 
investment objectives, we are in af equal Measure seeking to obtain greater 
efficiency in our activity. In other words, we are seeking all possible ways 
anc means to reduce the cost of investments, to save the largest amounts of 
materials, energy, anc fuel, and to obtain maximum economic results from each 
invested leu. 
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OVERSEAS CONSTRUCTION DEPARTMENT PLANS INCREASED ACTIVITY 


Bucharest SCLNTEIA in Romanian 4 Mar 83 pp i, § 


[interview with lon Stanescu, head of the Owerseas Construction Departzent, dj 
Cristian Antonescu: “The Active Contribution of the Romanian iders to the Expan- 
sion of International Economic Cooperation"; date ani place not specified; passages 
enclosed in slantlines printed in boldfac 


’ 


“es 


. 

~ 
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frex:/ [Question/ 1n the report presented by Comrade Jicolae Ceausescu at the na- 
tional party conference, it is noted that, this year, our country's active partici- 
pation in trade exchanges and international economic cooperation wil. be greatly ex- 
panded. in context, the tasks that devolve upon the Overseas Construction Dvepart- 
ment will experience notable growth. For a start, Cougrade Minister, please give us 
the gain objectives of the plan for this year. 


[answer/ The departsent’s plan targets for 1965, set in strict conforuzity with the 
Orientations and instructions given personally by Comrade Nicolae Ceausescu, are 
characterized both by amplitude and by complexity. in the first place, they provide 
that /the valuta contribution achieved in the activity as a whole performed on our 
sites abroad is to be approximately 2.6 times higher than it was last year; in its 
turn, the labor productivity will rise nearly 15 percent/. Equally big increases 
are also to be registered within the activity of design and technical assistance. 
For instance, the valuta contribution planned just from the technical assistance 
given in the construction field will be 5-4 times higher than in 1982. In this 
framework too, | mention the special tasks that also devolve upon us now in the 
field of doing land-improvezent work, through the takeover of the Romanian Construc- 
tion Enterprise for Land Improvements (ARCIF) by our department. 


Besides these quantitative increases, appreciable in themselves, I want to note /the 
special accent put by the provisions of the plan for this year on expanding and isa- 
proving the qualitative aspects of our activity/—a necessity stressed strongly by 
Comrade Nicolae Ceausescu in the report presented at the national party conference. 
From this viewpoint, steady growth in economic efficiency, along with satisfaction 
of the highest requiresents of the foreign customers, sore and sore numerous lately, 
will definitely constitute the basic objectives in the department's activity. In 
other words, our efforts will continually be concentrated on adopting the most suit- 
able seasures subordinated /to precisely meeting on time the actuation schedules, 
rigorously fulfilling and systematically overfulfilling the valuta-collection plan, 
steadily and completely obtaining the stipulated profit, as well as on introducing 
firm economic and financial discipline, a strict policy of economy, and collecting 
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om tise for the product.on done/. ) 
tioms, the expansion of ‘he zomes Of activity, <° é scatic = are 
of the work done abdroac, the suosta.tial improveser. of the :rospecting ana c.cdity 
Activity, Prompt acaptation to the requirements oO: 4... our Tinera, &.0%, with .se 
proving the activity of cesigm end of performance of the sor S tr tes. 

Seyorns it8 Btrict.sy €COnOGic Ssepects, the awp..tuce of the taivas for * year - 
lights an extreaely icportatt sonmclusion. Fouréed t™ t 

Osrace hicoise Leausescu anc operating unger tne i.rec* cance O° * : 
state leacersl..;, /the vverseas vVonstruction .erartaert €.04u , ar.< 
of the constant concern of our party and .ts secretary cenera. P ps & a poii 
cy of wide cooperation between states, reg radless of their clal orcer, anc of wice 
help given to the recht tal countries, with wh * e promoting : [ores of 
cooperation in proguction,, achieving over ‘% econo: imc «@ocia. fac ties. The 
tire.ess activity of Vomrade “Sisolee ~eausescu and th sents a unaerstancings 
reachea as a resuit of the seetings and taixs “eld with cany Leaders o° states have 
createc favorabie conc.tions for the conc.usion of isportant contracts anc for e 
specia. upsurge in the activity of construction saoroncd. 

rt ae 4 " . . 
Lwuestiog/ Fu.tiismemt of the Guaiitetive anc quast.tetive tasks to *s1ich you fre- 
ferred raises--as if on.y tatural--cany defanas for the du..ders o: es aX 
the Specia.ists im te jserearteent ang im ite units. tkact.y wouich of rese 2esancs 
are in the forefront 

-_ ~ 

Answer first of a.., . # man awei, om the necesa.ty md, at %? ne, 


constant concorrn for rosoting with priority Soganian designs, techno. 
steallations, sachines, equi ment and taterials within the contractec work 
As is evigent, it is a question of a profound change in the procuction sea : 
portation, ref.ected in consic.rabie growth in the percentage cf products with 
high degree of processing, which incorporate as such of our own creativity as possi- 
ble and persit better utilization of the scientific, technical and incustrial poten- 
tial that our economy possesses. To this end, we have adopted a wide range of tech- 
nical and organizational seasures: thus, it is provided that /all the design insti- 
tutes that prepare documentation for the departaent's sites are to be rezistered 
abroad, and specialists with higher education and wide experience in thei. field of 
activity have been anc are involved in preparing the designs; we are cevotiar spe- 
Cial attention to contracting for those industrial and sociocultural facilities that 
give us the possibility of promotisg to a greater extent the exportation of complex 
installations and technological equipment; together with the producing ciniatries, 
we have established progrags for assisilating the essentials ir products anc sateri- 
als required for building and equipping the facilities abroad/. Moreover, while we 
had until not iong ago a sector for purchases of materials with paysent in va.uta, 
it has now been transformed, om the instructions of the secretary general of ‘use 
party, into a sector for approval and exportetion of Romanian gateriais. As 4 re- 
sult, in our work as a whole, the suaber of components that had to be procured 
through igportation and have been replaced with gaterials cf domestic cake has risen 
to ower 8,000. Action was taken recently along this line during working visits sade 
by the departzent’s sanagesent to Libya and Algeria, where a nuaber of agreesents on 
cooperation were concluded, in which the gassive use of our designs, technologies, 
equipment and caterials was included. Further, we wiil act even sore decisively in 
this essential direction of our activity, developing anc diversifying the exporta- 
tion in construction-asseably activity, for the avowed purpose of gradually reducing 


and elisinating any kind of iaports. 
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{<eestion s 
you fee] sust be taxen to fulfil. the plans 


ry 7 « : 
lAnseer/ For preparing as well as possible for the 


serpartsent, the DOranches ang cur Bite groups ans 8.°%*s re were > /exteé 
Sive prograzs of seasures regarci7g the detter prepar: . ; ‘ rvi- 
Sion of the work; the ;romotion of technical progress; the Pralicz ode rz 
working technologies; the providing of the work force, a.ong with * ‘ ening 
of orcer ang ciscipline anc the estabdlishgent of wob.lliting work ;rogracts on es 
Site; the raising of the degree of sechanization of the work by activatir @ stoc 
of gachinery anc equipsent that we possess anc seeting the need for srare parts; the 
igsprovemest of the supply of materiais for the sites, along with imcreasing th 
quality and competitiveness of Romanian products Al hese weasures converge 

warag one anc ‘ne Same oo -ecti.ve: steady groetn in tne rat 5. wore or. the ac : 
continual co@piiance with the work tigetables, rapic fins.itation anc cel.ivery o° 
the contracted facilities, and steady, sonth-dy<ontn fulfi.isent of the plas 7 - 
gions anc, in particuiar, the vaiute-contridution plan. 

if @.. that we do, we bear in Bind the experience anc the lessons ¢rawn froa last 
year’s activity, when, despite positive resuits in the department as 4 whole, ‘there 
algo were sites that operated below the possibilities. For this reason, with regar 


to the pian there were shortfalls in iador procuctiv.ity, shortla 
with gates for ceiivering the work, and in somwe of the efficiency inéicators. As & 


resuit of the angaiyses sade on the spot, at the sites, we aetected the causes that 
263 tO this uméesirabie situation: the igproper orginization of work points, the 
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ase of the work equipment below capacity, Oreaches of order anc cisc.pline in wor« 
aac« Of reguiarity in rrovicing absolutely necessary construction gateria.is anc 

equ. pment--that is, shortcomings that can de e@eliginatec, anc the lieve. of the 
achievesents increasec consicerably. Soreover, as a result of the analyses cade, we 
retained the existence, right on the sites or within the branches to which they be- 
long, of the gseans needed for iaproving on ali pianes the activity performed. se 
are fully aware that the adopted seasures constitute only a beginning and that, fur- 
ther, we will have to act with greater firmness, even at the level of the depart- 
sent’s sanageszent, to cosgpletely apply the seasures established for increasing the 
efficiency of our whole activity. 


[question se suggest to you that we dwell om an indicator that graphically charac- 
terises the efficiency of the labor .» the sites-<nazely, labor productivit . hat 
weasures have been initiated for fulls.liing the mobilising targets regarding growth 
in labor productivity, set by the national party conference” 


[inawer/ As 1 indicated, /the very demanding level of the target for growth ic 
labor productivity constitutes an essentia. characteristic of the plan for this 
year/. Moreover, from the angle of tne volume of work planned for 196", it clearly 
follows that growth in labor productivity comstitutes the sost isportant way to 
speed up the rate of execution of the oritracted facilities ani to steadily raise 


the econogic efficiency in the field of construction done abroad. i referred earli- 
er to some Seasures regarding growt) in labor productivity. it if & question of 
conjatant concern for properly orgamizing the work points, generalizing the advanced 
working technologies, using the gachinery and equipment «sith as high an vou+jput as 
possible, and strengthening the order end discipline in work. Alumg ‘the same line 
of thinking, we have taken decisive steps /to generalize work under the overall! 
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contract system on all the sites/--as a better form of organizing and managing the 
work and paying the worker personnel. Im this section too, I want to refer to /the 
necessity of providing the numbers of workers and specialists at the level of the 
need required by the department/ for the sites abroad. We are certain that we will 
also receive in the future the full support of the Committee for Problems of the 
People's Councils, the economic ministries and the county people's councils, and the 
worker personnel will be selected exactingly, with full attention being given to 
their vocational training and moral and political qualities. 


[Question/ Because you referred to collaboration with the ministries and the other 
central economic bodies, please tell us what measures are necessary this year for 
strengthening this collaboration. 


[answer] They boil down to a task that I already mentioned. It is a question of 
promoting, among other things, Romanian technologies, equipment and materials on a 
wide scale. Its exemplary fulfillment is closely connected with establishing active 
and efficient collaboration with ail *he economic units in the country. /The good 
results obtained thus far in the approval of Romanian materials and equipment con- 
stitutes a sufficiently convincing argument for the machine-building industry, the 
construction-material industry and the other economic sectors to give us even wider 
help by rapidly manufacturing products of a high qualitative level, especially con- 
struction equipment, competitive on a world level and adapted to the local clinzatic 
conditions or the requirements of our cv3tomers/. I specify this because, at pres- 
ent, there are some categories of wor. for which our equipment--built for the oper= 
ating conditions in our country, of course--does not turn out to be totally suita- 


ble. 


I have the firm belief that our industry has the complete capacity to satisfy total- 
ly the demands of our customers. One must not overlook for a moment the fact that, 
in each contract concluded, on each site where we operate, the prestige of the Roma- 
nian economy is involved. On the other hand, the quick production of these ma- 
chines, implements, pieces of equipment and mater’.als would represent not only an 
immediate gain but also a far-reaching one, since it constitutes the most convincing 
commercial propaganda for our products, contributing to the growth of their exporta- 
tion. I specify that, /together with the National Council for Science and Technolo- 
gy, we have prepared, as a matter of fact, a precise program of assimilations and 
approvals, whose implementation, however, must be expedited by the suppliers/. 


It is also necessary for /the construction-material industry to provide a steady and 
complete supply of materials to the sites/, alone with diversifying their range and 
improving their quality, in order to cope with the most varied requirements of the 
customers both in the present work and in the prospect of contracting for new work. 
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YUGOSLAVIA 


BILIC VISITS INA, DISCUSSES ENERGY PROBLEMS 
Zasreb VJESNIK in Serbo-Croatian 12 Mar 83 pp 1, 4 
[Article by B. Petrovic: "For Domestic Oil, the Status of Imported"] 


[Text] Representatives of INA-Naftaplin on Friday gave to Jure Bilic, 
president of the Central Committee of the League of Communists of Croatia, 
special recognition--an INA-Naftaplin certificate for his contribution to 

the establishment of the sociopolitical system, the development of self- 
management and the development of the Yugoslav oil industry, and particularly 


INA-Naftaplin. 


The recognition, which was previously awarded to the president of the 
Presidency of SFRY, Petar Stambolic, was given on the occasion of the 30th 
anniversary of this organization, which operates within the framework of the 
Complex Organization of Associated Labor-INA. 


It was also an opportunity for the hosts to inform their guest about the 
conclusions of the action conferences of the League of Communists of the 

Work Organization INA-Naftaplin, in which it was attempted to find a way 

out of the difficulties into which that collective had fallen. Along with 
this, it was particularly emphasized that the communists and all the workers 
of INA-Naftaplin in the near future would give particular attention to 
increasing technological and work discipline, searching for internal resources 
and increased substitution of domestic equipment for imported reproductive 
materials, an area in which successes have already been achieved. 


Representatives of INA-Naftaplin, led by General Manager Mavro Popijaca, 
informed Jure Bilic about difficulties in the efforts to maintain the 
present level of oil and gas production. The primary problem is the constant 
deficit of hard currency for the acquisition of special drilling equipment, 
spare parts for machines, and basic reproductive materials without which new 


oil production is impossible. 


In order to meet this year's production plan, which anticipates that 2.97 
million tons of oil and 1.5 billion cubic meters of natural gas will be 
secured from domestic fields, INA-Naftaplin work organization urgently 
needs around $120 million for exploration and other programs, but this 
figure does not include $60 million for continuation of operatiotis in the 


‘ 
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Molve II gas field. Since this year's production from these energy sources 
is estimated at 1.2 billion dollars, it is evident that it is a question of 
only 14.5 percent of the foreign exchange value of production. 


In spite of numerous warnings that due to the hard currency deficits we 
could end up without 600,000 to 700,000 tons of oil and significant amounts 
of natural and liquid gases (also in short supply), foreign exchange is slow 
in coming. Because of this, January deliveries from the INA-Naftaplin oil 
fields fell by 70,000 tons, and if the lag in maintenance of production 
facilities and exploration continues, the losses in coming years will continue 
to grow significantly. As was stated during conversations with Jure Bilic, 
under those economic circumstances it would be impossible to realize the 
ambitious plan of development set for the period through the year 2000. 

And with this plan a lesser dependence on imported forms of energy is 
envisioned. Namely, if the planned funds were invested immediately, INA- 
Naftaplin promises that by the end of the century it could produce oil and 
gas worth approximately (according to present pricing) 44 billion dollars. 
But this is possible only with the full support of the entire society and 
imcreased effort by all those employed in this organization, 


Production Paramount 


"At this moment it is paramount to continue with the production of oil, by 
which you fulfill not only domestic, but most importantly, also export 
requirements. Namely, we will need to import that much less oil, I consider 
that the difficulties into which INA-Naftaplin has fallen should be solved 
through agreements with the associated labor of the entire nation, or in 
short with all of those who need oil and gas" said Jure Bilic. 


According to the words of Jure Bilic, it is high time that domestic oil be 
given the status of, and be priced the same as, import:d. If this is not 
possible, adequate compensation must be assured to the »2il industry. 

Already the Presidency of the SFRY has been informed about the difficulties 
in which o11 industry has fallen, and measures are being considered by which 
its work could be made easier. The trouble is that at the same time and 
with similar demands, the agricultural organizations, manufacturers of 
fertilizers, and others are knocking at the doors of the Federal Executive 
Council and other federal institutions. And truthfully, that much foreign 
exchange in addition to other obligations is difficult to secure. 


A Special Self-Management Interest Community 


"There is a good chance of help being given INA-Naftaplin through sections 
67, 68 and, partially, 69 of the Foreign Exchange Law. Securing the means 
for the continuation, and even increase, of oil and gas production is of 
particular importance for the entire country, because there is almost no 
branch of industry which does not use these sources of energy. Of course, 
others are appearing with similar and equally justified requests, for 
instance representatives of the electrical industry, highway self-management 
interest communities, etc, which are trying to solve their difficulties of 
simple and expanded reproduction either in dinars or foreign exchange, 
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through the help of respective self-management interest communities. I 
think that a particular self-management interest community for the oil 
industry could be created, or that the finances for the oil industry could 
found within the structure of either a republic or federal self-management 


interest community for energy. 


In the first place these are very sensitive social problems, but since the 
entire society is interested in their solution, there is no need to hesitate, 
with even greater pressures to solve them earlier now and in the future-- 
but through the established system. It is unpopular that along with all the 
others, INA-Naftaplin is also requesting participation in foreign exchange 
distribution. Solutions should further be sought along the lines of associa- 
tion, but it may turn out to be useful to rethink again the export of 500,000 
tons of oil. Namely, if by that difficulties which would otherwise follow 
us for years and could erode the energy balance of the country would be 
solved, there should be no hesitation even with such drastic solutions. 
Indeed, it is the same situation as with the export of coal, of which we do 
not have enough, but also no foreign exchange to secure the development of 


mines. 
With Intrinsic Forces 


“However, much more attention should be given to relying on intrinsic 
strengths and ceasing to behave like idlers who wait for someone else to 
solve their problems. The machinery industry for example, could satisfy 
our needs in larger measure. In some places it works at only 60 percent 
of capacity, while at the same time our lumber industry is crying for the 
importation machinery. Or, an example from agriculture. Except for com, 
no improvement really has been made in the agricultural production, at 
least none that would justify the fact that we now have many more tractors, 
various farm machinery, fertilizers, and herbicide, and this should give 


considerably larger production. 


our present difficulties are serious, but I would almost say that it is a 
pity that they did not appear some 5 to 6 years earlier, when there were 
warnings about the seriousness of problems, but they did not rouse us up, 
there was no end to behaving like idlers. The entire economic situation is 
forcing us to rely more on our own powers, which are significant. And INA- 
Naftaplin could offer its programs to associated labor and the domestic metal 
industry, and together solve numerous difficulties. It is time that with 
small steps, long moves are made, Jure Bilic said, among other things. 


In the continuation of the discussion, it was once more emphasized that 
even in the oil industry, economic logic must be respected. In short, it 
is not a time to behave excessively, but the oil industry, for the good of 
all, should be helped much more than has been customary up to now. 
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